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THE 


THEORY    AND    PRACTICE 


OF 


BANKING 


CHAPTER    X 

FROM  THE  RENEWAL  OF  THE  BANK  CHARTER  IN 
1800  TO  THE  ACT  FOR  THE  RESUMPTION  OF 
CASH  PAYMENTS  IN  1819 

1.  Soon  after  the  year  1800  a  remarkable  phenomenon  began 
to  attract  the  notice  of  persons  who  had  paid  attention  to  the 
Currency.  We  have  just  seen  how  lamentably  deficient  the 
harvest  of  1799  had  been,  and  the  enormous  quantities  of  grain 
it  became  necessary  to  purchase.  The  autumn  of  1799,  and  the 
ensuing  winter,  were  equally  unfavourable  as  the  preceding  had 
been  to  all  descriptions  of  farming  operations.  The  spring  of 
1800  was  exceedingly  wet ;  and,  in  the  middle  of  the  harvest, 
heavy  and  continuous  rains  set  in.  In  consequence,  the  harvest- 
time  was  even  more  calamitous  than  the  preceding  one.  In  the 
north  part  of  the  island  the  crops  were  a  total  failure.  Notwith- 
standing that  the  unprecedented  quantity  of  1,242,507  quartcra 
of  wheat  were  imported,  prices  continued  to  rise  to  a  famine  scale. 
The  public  peace  was  with  difficulty  preserved,  and  in  November, 
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when  Parliament  met,  the  country  was  in  a  very  alarming  coE- 
dition.  Parliament  pursued  the  usual  course,  recommended  the 
most  stringent  economy  in  the  consumption  of  provisions,  and 
offered  to  guarantee  IOO5.  a  quarter  to  all  who  imported  wheat. 
In  spite  of  all  these  measures,  wheat  rose  in  March,  1801,  to 
1565.,  barley  to  905.,  and  oats  to  475.  In  the  autumn  of  1799, 
failures  of  great  magnitude  took  place  in  Hamburg  :  82  houses 
came  down  with  liabilities  amounting  to  £2,500,000.  In  con- 
sequence of  these,  discount  rose  to  15  per  cent.  Under  the 
influence  of  the  enormous  sums  of  money  that  had  to  be  sent 
abroad  in  purchase  of  grain,  the  attraction  of  this  high  rate  of 
discount,  and  other  causes,  the  exchange  on  Hamburg,  which  had 
stood  so  high  for  some  years,  fell  in  January,  1801,  to  29*8,  being 
upwards  of  14  per  cent,  against  England 

2.  We  have  already  seen  that,  in  the  great  monetary  crisis 
of  1696-97,  it  was  universally  acknowledged  by  Parliament  and  the 
most  eminent  merchants,  that  it  was  the  bad  state  of  the  coinage 
which  produced  the  great  rise  in  the  market  price  of  bullion,  and 
the  heavy  fall  in  the  Foreign  Exchanges  ;  and  we  have  seen  that 
the  restoration  of  the  coinage  immediately  rectified  the  Exchange. 
At  that  time  Bank  Notes  were  not  a  legal  tender,  and  the  language 
invariably  applied  to  them,  when  their  current  value  differed  from 
their  nominal  value,  was  that  they  were  at  a  discount.  When  the 
men  of  that  day  saw  that  the  Bank  Notes  were  a  promise  to  pay  so 
many  "  pounds  "  on  demand,  and  when  they  saw  that  the  persons 
who  issued  them  were  unable  to  pay  that  number  of  pounds,  and 
that  no  one  would  give  that  number  of  pounds  for  them,  they 
never  used  any  other  expression  regarding  these  facts,  than  that 
the  notes  were  at  a  discount.  There  is  no  trace  of  any  one  having 
thought  of  saying  that  it  was  the  notes  that  denoted  the  pound 
sterling,  and  that  bullion  had  risen.  When  the  reform  of  the 
coinage  took  place,  and  the  Exchanges  were  simultaneously  rec- 
tified, it  was  said  that  the  reform  of  the  coinage  caused  the 
restoration  of  the  Exchange,  and  numerous  merchants  had  written 
pamphlets  to  combat  a  delusion  which  was  rather  prevalent  among 
some  persons,  that  Bullion,  as  a  commodity,  could  have  a  different 
value  to  Bullion  as  Coin,  except  on  account  of  the  depreciation  of 
the  coinage 
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3.  Adam  Smith  had  laid  ifc  down  as  a  principle  that  any 
permaiieut  diflLirctice  between  the  Murket  and  the  Mint  price  of 
buUion  mnat  l>e  nccesBarily  caused  by  the  condition  of  the  coinage 
itself ;  and  Hnmc  had  obserred  that  the  Exchange  never  could 
vary  but  little  beyond  the  cost  of  the  traasuiission  of  specie.  AU 
thefio  fundamental  truths,  which  are  as  pure  matters  of  de- 
monstnition  as  any  proposition  in  Euclid,  had  been  discovered  and 
established  long  before  the  period  we  are  now  speaking  of 

4.  Such  were  the  truths  efitablished,  when  a  Metallic  Ourreacy 
was  the  only  one  thought  of,  in  estimating  valne.  But  at  this 
time  a  new  principle  was  introduced — there  was  what  was  sub- 
stantially an  inconvertible  Paper  CuiTency,  At  this  period 
most  men's  ideas  were  translerrud  from  tho  Metallic  Carrency  to 
the  Paper  Currency,  Ever  since  the  issue  of  £J  notes  people 
thought  of  thera»  when  they  spoke  of  prices,  as  being  so  many 
[x>uiids,  ^Vlieu  the  8asj)eQsioQ  of  cash  payments  first  took  place, 
there  was  a  general  exi>ectatiou  that  the  Bank  Notes  would  be 
dcpit'ciated,  bat  the  general  resolution  of  bankers  and  merchants 
to  support  the  credit  of  the  Bank,  tho  dcterminutiun  of  the  Go- 
Ternment  to  receive  Bank  Notes  in  payment  of  taxes,  at  their  par 
value,  and  the  great  caution  exercised  by  the  Directors  during 
the  first  few  years  after  the  restriction,  bad  removed  all  thesn 
apprehensions^  and,  for  some  years,  Bank  Notes  circulated  at  par 

5»  At  this  time,  however,  phenomena  occurred  which  directed 
the  attention  of  many  persons  to  tho  state  of  the  Paper  Currency, 
The  market  price  of  standard  gold,  up  to  September,  1799,  had 
continued  at  £3  lis,  6fL  per  ounce,  and  the  price  of  foreign  gold 
in  coin  had  been  somewhat  hi^'her,  on  account  of  its  greater  use  as 
ooift  than  as  bullion,  But  in  Juue,  1800i  the  price  of  foreign  gold 
exjicrienced  a  sudden  and  extraunliuary  rise  :  it  rose  to  £-4  5s.  per 
ounce  ;  silver  rose  5s,  Id,  per  ounce ;  and  the  Foreign  Exchanges 
fell  below  pur.  In  January,  1801,  gold  and  sils^cr  had  each  risen 
1/f.  per  ounce,  and  the  exchange  at  Uamburg  was  29*.  8rf.,  beini^ 
a  depre^ion  of  14  per  cent,  below  par.  But  the  expense  of  trans- 
initting  specie  to  Humbnri;  was  estimated  not  to  exceed  7  per 
ocuL;  and,  coniiequently,  there  rcumiuud  a  difference  of  7  percent. 
to  lie  accounted  for 
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8.  It  was  at  this  time  that  the  great  and  palpable  truth  was 
discovered,  that  if  a  deterioration  of  the  coinage  produced  a  rise  of 
tlie  Market  price  of  bullion  above  the  Mint  price,  and  a  fjill  in  the 
Foreign  Exchanges  under  a  Metallic  Currency,  then  that  the  opposite 
proposition  was  also  necessarily  true.  That  under  a  Pa[K;r  Currency 
which  was  only  tlie  representative  of  a  Metallic  Currency,  if  the 
Market  price  of  bullion  (i.e.,  the  paper  price)  exceeded  the  Mint 
price,  and  the  Foreign  Exehauges  fell  beyond  the  cost  of  the  trans- 
mission of  specie,  that  excess  could  only  arise  from  the  depreciation 
of  the  representative  of  the  Metallic  Currency,  and,  therefoie,  that 
when  these  circumstances  occurred,  they  infallibly  indi- 
cated that  the  Paper  Currency  was  depreciated 

7.  We  are  not  certain  bo  whom  the  merit  of  the  discovery  of 
this  great  and  impoitant  truth  is  due.  If  he  had  nob  the  actual 
merit  of  discovering  it,  Mr.  Walter  Boyd  was  certainly  one  of  the 
first  to  proclaim  it,  and  call  pnblic  attention  to  it.  It  was  enforced 
with  much  greater  ability  and  clearness  by  Lord  King,  and  with 
not  so  much  distinctness  by  Mr.  Henry  Thornton,  in  bis  Inqitirij 
into  th^  Effects  of  Paper  Credit,  To  these  three  writers,  however, 
as  far  as  we  have  been  able  to  ascertain,  the  merit  is  due  of  estab- 
lishing this  principle,  which  is  as  important  in  the  subject  of 
Currency  as  the  Newtonian  law  of  gravity  is  in  astronomy 

S*  The  preliminaries  of  peace  with  France  were  signed  in 
October,  1801,  at  London^  and  the  definitive  treaty  at  Amiens, 
on  tlie  27th  March,  1802,  The  restriction  on  cash  paymeuta 
expirt'd  of  itself  six  months  after  that  event;  but,  though  the 
Bauk  declared  that  its  coffers  were  well  sujiplied  with  specie,  and 
that  it  was  anxious  and  ready  tu  resume  payments  in  cash,  the 
Cliancellor  of  the  Exchequer,  Mr.  Addington,  brought  in  a  l»i]l 
on  the  9th  April,  1802,  to  continue  the  restriction  till  the  1st  of 
Morcli,  1803,  which  was  passed.  The  arguments  alleged  in 
favour  of  this  measure  shew  a  wonderful  decline  in  financial 
knowledge  in  the  Government  of  1802  compared  to  1096.  At 
the  hitter  period  the  great  reason  alk*ged  for  the  reformation 
of  the  coinage  was  the  advei'sc  condition  of  Foreign  Exchanges, 
and  the  n'sc  of  the  Miirkct  above  the  Mint  price,  caused  by  the 
deprecintion  of  the  Corrency.     Notwithstanding  the  vehement 
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oppoeition  of  the  enemies  of  the  GoverDment,  we  have  Been  the 
triumpbaut  bucccss  of  the  re-coinage,  which  restored  the  public 
credit  and  the  Exchange.  The  sagacity  of  a  Montague  would  at 
once  have  seen  that  the  adverse  state  of  the  Exchange,  and  the 
hijjh  price  of  bullion,  were  entirely  owing  to  the  depreciated  4ate 
of  the  Currency,  and  that  tlie  only  method  of  restoring  them  to 
par  was  the  immediate  resumption  of  cash  paymentB.  So  great, 
however,  was  the  ignorance  upon  the  subject,  that  the  fact  of  tlie 
excliuoge  being  adverse  was  the  very  reason  allef,'cd  wiiy  cash 
payments  should  not  be  resumed !  Sir  R.  Peel  said  the  course 
of  exchange  was,  at  this  moment,  against  us  all  over  Europe, 
Mr.  Addington,  in  bringing  in  the  bill,  said — 

"  It  cannot  be  necessary  for  me  to  inform  the  House  that  the 
Bate  of  Exchange  between  this  country  and  foreign  part*  is  disad- 
Tantageotts  to  ourselves — that  the  export  trade  has  been  for  some 
months  at  a  stand,  that  while  the  Rate  of  Exchange  is  dieudvan- 
tagcona  fo  m«,  an  augmenMmi  of  tlm  circulaiimf  cii»h  would  create 
a  trade  hij^hly  injurious  to  the  commerce  of  this  country.  For 
9  tvtral  mouths  pmtt  thire  fms  been  a  trade  carrml  on  for  purchase 
a/  guinfiiH  with  a  view  to  exportation.  It  is  on  these  grounds  that 
Jsttbrait  to  thf  House  the  expediency  of  continuing  the  restriction 
with  regard  to  the  cash  payments  of  the  Bank" 

Why,  these  werc  the  very  reasons  why  a  return  to  cash  pay- 
ments should  have  been  made  without  delay !  The  reason  why 
the  tmde  of  buying  up  guineas  was  going  on  was  just  bccansfi 
of  the  redundant  cjnautity  of  paper;  the  paper  •' pronujies  to 
pay"  were  falling  in  valae  as  compared  to  the  guineas,  and,  as  a 
oeocsaary  csonsequence,  guineas  were  exported,  and,  so  far  from  a 
return  to  cash  payments  augmenting  the  circulating  medium,  it 
irottid  infallibly  have  considerably  diminished  it  by  making  the 
Bank  reduce  its  pajKT  issuer.  It  was  because  the  prices  of  articles 
were  80  higli  in  this  country  that  the  export  trade  \\'Vi%  nnprofit- 
able,  and  a  redaction  of  tlie  Batik  notes  would  infallibly  have 
compelled  such  a  reduction  iu  prices  aa  would  have  facilitated  the 
export 


9.  The  result  of  tliia  extraordinary  amount  ol  Ihiancial  error 
could  have  been  easily  predicted.  The  circnmBtuuccs  of  the 
oonntry  did  not  improve,  as  the  MinUtry  had  takeu  the  most 


TireORY    AND    PRACTICE    OF   BANKING 


t'lTcctuikl  measures  to  prevent  them  doiag  so.  lu  February,  1803, 
Mr.  Addington  bad  to  come  forward  again  to  [troloiij?  the  re- 
fitricbioE.  He  Baid  thiit  tho  reasons  which  suggested  it  were  t-oo 
fltrong,  and  the  necessity  too  urgent,  to  be  resisted.  The  rc- 
Btriction  was  continued  last  Session  because  the  Exchanges  were 
adverse— the  Exchange  at  Uanihurg  was  then  at  par — tlmt  with 
^Amsterdam  advei-se.  Upon  tliese  grounds,  he  said,  it  was  ex- 
pedient to  continue  the  restriction,  until  the  progressive  advance 
of  our  commerce  would  produce  such  a  steady  inclination  of  the 
Exchange  in  our  favour,  as  to  render  it  safe  to  resume  cash  pay- 
raente.  That  the  scarcity  of  the  last  three  yeara  had  made  it 
necessary  to  export  twenty  millions  of  bullion  in  payment  of  corn, 
and  until  that  came  back  cash  payments  could  not  be  resumed. 
Mr.  Pox  said  that  such  a  mode  of  argning  went  to  establish  it  as 
a  general  axiom  that,  whenever  the  Exchanges  wore  adverse,  cash 
pFiyraontfi  of  the  Bank  ought  to  be  euspenilod;  and  then  be 
touched  the  right  point.  **  Perhaps,  even,  it  might  happen  that 
Uie  unfavourable  turu  of  the  Exchange  against  this  country 
might  he  owing  to  the  very  rutficthn  on  ifw  Bank"  And  ho 
said — 

**  In  1772,  or  1773,  when  there  waa  a  great  quantity  of  bad 
money  in  the  country,  the  courec  of  exchange  was  then  also 
much  against  us,  but  when,  in  tho  room  of  this  adulterated 
money,  good  gold  was  substituted,  the  consequence  was  that  the 
Exchanges  turned  almost  immediately  in  our  favour.  As  long  aa 
our  Currency  continued  bad,  the  exchange  was  against  us,  so  it 
itk  now,  bmttua  }utjmr  is  not  much  hHter  t/um  bad  gold ;  as  it  is 
attended  with  the  same  inconvcuiences.  May  it  not,  therefore, 
be  expected  that,  as  in  the  former  case,  when  our  Currency  waa 
ameh'orated,  the  oouwe  of  Exchange  turned  in  our  favour,  so  als^o 
if  the  Bank  now  resumed  its  cash  payments,  tlie  same  fuTourable 
ctrcumstancjes  might  attend  tho  change  ? " 

The  trace  of  truth  thus  hit  upon  was  not  followed  up;  and, 
while  the  directors  of  the  Bank  alleged  that  tlioy  were  perfectly 
able  to  resume  cash  payments,  the  Ministry  enforced  a  continued 
H, a  them,  for  political  reiusiins,  until  six  wwks  after 
i  j:  of  the  next  tScfision  of  Parliament.*    In  {\w  Lords, 

Lord  i'elham  said  that  the  idea  of  renewing  the  iLstriction  at 
the  present  moment  originalcd  solely  with  tho  GovernmcJit,  who 
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hnd  bad  no  c^mmuDicattoa  wit!i  tiic  Batik  on  the  matter.  The 
(=;reat  truth  doabtinglj  hinted  at  by  Mr.  Fox,  was  much  more 
Rtronglj  and  fully  stated  by  Lord  Kinp:  and  Lord  Moira  in  the 
Honee  of  Lords.  The  Ministry  complained  that  the  importation 
of  btillion  was  haniJ:ing  fire ;  was  it  not  plain  that  the  reason  was 
th»t  its  valne  in  this  country  was  depreciated  by  the  plethora  of 
paper  ?  and  the  true  way  to  attract  it  was  by  diminishing  the 
Ijoantity  of  the  paper,  and  so  raising  the  value  of  tho  gold.  The 
bill  was  carried  without  a  division 


10»  If  the  resumption  of  cash  payments  was  unadvieable 
under  the  preceding  circumstances,  the  untimely  end  of  the  short 
Mid  feverish  peace  in  1803  rendered  it  still  more  impracticable  t 
and,  immediately  upon  the  opening  of  the  Session,  a  bill  was 
brought  in  to  continue  the  suspension.  We  find  it  stated  that 
the  hoarding  of  gaineus  had  been  going  on  to  such  an  extent, 
that  it  was  with  the  utmost  difficulty  that  they  could  be  procured 
for  the  common  j^urposcs  of  life.  The  ChanceJlor  of  the  Exchequer 
tiilked  of  the  baseness  of  such  a  practice,  which  was  inconsistent 
with  public  spirit  and  the  duty  of  a  good  citizen.  Precisely  the 
same  language  had  been  held  by  the  revolutionary  Icivders  in  the 
tribune  of  the  French  Convention  regarding  assignats.  The 
debate  in  the  Loi'ds  pL'oduced  some  excellent  speeches.  Lord 
Grenville,  who  had  been  of  tho  Cabinet  who  proposed  the  sus- 
pension ongiually,  now  gave  very  evident  signs  that  his  opinion 
was  very  much  alteix'd,  and  severely  censured  the  attacks  of  the 
Chancellor  of  the  Exchequer  upon  those  who  preferred  to  keep 
their  guineas  at  home.  Lord  King  now  gave  the  clearest  enun- 
rCiation  of  the  principles  of  a  Paper  Currency,  which  had  before 
'l)een  rather  feebly  hinted  at,     lie  said — 

*•  The  natural  and  only  true  hmit  of  every  Paper  Currency 
vaB  the  power  of  com|)elling  payment  in  specie,  at  the  will  of  the 
bolder  A  Pwper  Currency,  not  convertible  int^  ni>ccie,  IkuI  no 
rule  or  etuTidurd  except  the  discretion  of  the  |)ersons  by  whom 
it  was  issued.  To  determine  the  quantity  of  currency  necessary 
for  drcnlatiou  was  in  all  cases  a  diflicnlt  and  delicate  problem. 
A  very  stmt  attmlion  to  iJu  price  of  Bull  ion,  and  tits  state  of  ihc 
Fer$ign  Exr/tatif/est  was  alone  capable  of  affording  a  jud  crilerion 
by  which  Uit  qttantifj/  could  bo  truly  aaccrtnined.     \Vithont  a 
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perpetual  reference  to  these  teste  it  was  impossible  to  maintain 
the  fhll  Yalae  of  the  Cnrrcucj,  Tliat  the  Bank  directors  Imd 
failed  in  the  performance  of  this  duty  was  evident,  from  the 
enormous  increase  in  the  quantity  of  their  notes,  and  the  giTat 
derangement  which  had  taken  place  in  the  price  of  silver  and  the 
Foreign  Exchanges  since  the  period  of  the  restriction.  He  said 
that  the  excessive  quantily  of  Bunk  notes,  by  raising  the  Market 
price  of  silver  above  the  Mint  price,  was  one  of  the  causes  of  the 
present  scarcity  of  the  stiver  coin  ** 

11,  The  Act  which  restrained  the  Bank  of  England  from 
paying  in  specie  also  enacted  that  country  bankers  should  be 
liable  to  discharge  their  notes  in  Bank  of  England  paper.  Hence 
the  very  same  rules  applied  to  the  issue  of  the  country  banks, 
where  paper  was  converted  into  Bank  of  England  notes,  na 
formerly  applied  to  the  B:ink  paper  when  convertible  into  specie; 
and  the  country  Bank  paper  was  based  upon  Bank  of  England 
paper,  just  in  the  same  way  as  the  latter  had  been  based  upon 
specie.  So  the  Directors  of  the  Bank  not  only  controlled  their 
own  issues,  but  those  of  every  other  Bank  in  the  country,  and  any 
excess  of  paper  issued  by  tbem  was  immediately  multiplied  and 
propagated  throughout  the  kingdom 


12.  The  facilities  of  communication  with  the  metropolis, 
even  in  that  ago  which  we  are  now  accustomed  to  consider  aa 
slow,  as  comiMired  with  our  own,  were  suflicient  to  prevent  tho 
depreciation  of  a  loc4il  currency  in  Groat  Britain,  at  least  since 
1765,  when  the  Scotch  notes  were  depreciated,  on  account  of 
a^rtain  conditions  they  contained  impeding  their  payment  in  gold 
on  demand.  But  Ireland,  from  the  distance  of  the  sea  passage, 
and  the  difficulty  of  access,  might  bo  considered  as  a  foreign 
country :  which  resemblance  was  further  promoted  by  its  having 
a  CurrGucy  of  its  own^  distinct  from  that  of  Gre^t  Britain.  Tlie 
Irish  shilling  in  those  days  contained  13  pence,  and  as  the  [X)nnd, 
both  English  and  IrisJi,  was  240  pence,  a  slight  calculation  will 
shew  that  £100  English=£108  C^.  Sd,  Irish,  Hence  the  par 
of  exchange  between  England  and  Ireland  was  called  eight  and 
oue-third 
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13.  Altljougli  tbere  was  no  ran  upon  the  Bank  of  Ireland, 
nnd  the  Exchange  with  England  was  favoarnlilo,  and  bullion  was 

jjlowing  in,  the  Bank  of  Ireland  waa  directed  by  Parliaraent  to 
fiond  its  puymenLs  in  cash  at  the  same  time  as  Uie  Bank 
"  '  nd,  and  an  Act  was  pusscd  by  the  Irish  Parliament 
L  ig  analogous  provisions  to  the  English  Act 

14.  Ever  since  the  year  1704  the  Exchange  at  DnWin  on 
London  had  been  uniformly  in  favour  of  Dublin,  standing  usually 
about  £7  lOs,  In  the  first  tlireo  mouth?  of  1797,  it  rose  so  high 
as  £G  \U>  9d. ;  in  the  second  three  months  it  rose  to  £6  7s>  2d,; 
and  in  the  tliii*d  period  of  three  months,  it  attained  the  very  great 
height  of  £b  18^.  lOd. ;  the  highest  it  stood  at  on  any  day  being 
£5  lOjr.  From  that  period  it  began  stoadily  to  decline,  and  it 
continued  to  full  progressively  through  each  ycar,nntil  in  January, 
1 801,  it  reached  tlie  extraordinary  depression  of  £18*  No  guineas 
were  to  Ixj  had  for  Bank  of  Ireland  notes,  exeept  at  a  premium  of 
2^.  id.  or  2s.  Cd.  This  enormous  depression  was  noticed  by  Lord 
Archibald  Hamilton,  on  the  13th  February,  ]  804,  in  the  debate 
on  the  Irish  Bank  Restriction  Bill.     He  stated  that,  wheu  the 

testriction  Act  passed,  tiie  issues  of  the  Bank  of  Ireland  were 
[i£CDO,aOO,  whereas  now  they  wcrc  £2,700,000.  He  said  that 
[llK'tween  Dublin  and  Belfast,  though  not  more  than  100  miles 
Lpart,  there  waa  a  di (Terence  in  the  Exchange  of  10  per  cent.,  and 
'that  in  tlie  Exchange  with  Loudon  it  was  sometimes  as  much  as 
20  per  cent,  against  Dublin.  That  gold  coin  rose  in  value  just  in 
proportion  as  paper  was  depreciated 


15,  This  great  disorganisation  of  the  monetary  busii 
b^een  the  two  countries  at  length  e.\citcd  the  serious  attention 
of  Parliament,  and,  on  the  motion  of  Mr.  Foster,  a  Committee 
WHS  ftpiiolnted  "  to  inquire  into  the  cause  of  the  present  high  rate 
of  Exchange  between  Great  Britain  and  Ireland,  and  the  state 
of  the  Cnnxncy  in  the  latter  kingdom,"  The  Committee  con- 
[Ci>tcd  of  Mr«  Foster,  Lord  A.  Hamilton,  Lord  Henry  Petty, 
[*ord  Folkestone,  Mr.  Pitt,  Mr.  Fox,  Mr.  Grey,  Mr.  Rose,  Mr. 
CCanniDg.  Sir  >V.  PnUcney,  Sir  J.  Newi>ort,  Mr,  J.  C.  Beresfual, 
Mr.  Sheridan,  and  Mr.  Brogdea 
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16.  Tlic  circumstances  which  gave  rise  to  the  appointment 
of  this  Committee  and  its  report,  are  deserving  of  great  attention, 
as  they  are  the  first  regular  investigation  by  Parliament  into  the 
theory  of  the  Paper  Currency,  and  they  were  the  antetype  of  what 
afterwards  occurred  in  England,  and  gave  rise  to  the  appointment 
of  the  Bullion  Committee 

17.  The  Bank  of  Ireland  sent  two  of  its  Directors  to  be 
examined  ns  witnesses,  Mr.  Colville  and  Mr.  D'Olier.  Mr.  Colville 
stated  that  the  issues  of  the  Bnnk  notes  at  the  time  of  the  re- 
striction were  between  £600,000  and  £700,000,  but  they  were 
now  about  £8,000,000;  and  when  asked  the  motives  for  such 
an  extraordinary  increase,  said  that  the  Exchange  became  ex- 
tremely adverse  about  two  years  after  the  restriction :  the  money 
of  the  country  was  carried  out  of  it,  for  the  purpose  of  paying 
the  balances  of  remittances :  and,  consequently,  as  the  medium 
of  gold  decreased,  it  hecams  necessary  to  supply  its  place  wUh 
paper,  Uc  said  that,  after  the  restriction,  it  was  necessary  to 
supply  notes  for  the  payments  that  would  have  been  made  in 
guineas,  and  tliis  amount  he  placed  at  £1,200,000.  He  admitted 
that  before  the  restriction,  whenever  there  was  a  drain  of  gold 
from  the  Bank,  they  were  in  the  habit  of  diminishing  its  issues 
to  strengthen  themselves  against  the  continuance  of  the  drain. 
That  whenever  the  Exchange  was  unfavourable,  the  necessity  for 
sclf-proscrvation  compelled  them  to  reduce  their  issues,  and  that 
this  limitation  was  for  the  purpose  of  lessening  the  drain  of 
guinci\s.  But  he  stiid  that  it  was  generally  thought  that  the 
extension  of  pn^x^r  in  Ireland  was  the  cause  of  the  high  Excliange, 
but,  in  his  opinion,  it  was  directly  the  reverse,  inasmuch  as  far 
ns  tho  circulation  of  (mper  has  supplied  the  circulating  medinm, 
it  enabled  the  gi>ld  which  before  stood  in  its  place  to  be  exported 
out  of  the  country,  and  so  far  was  a  clear  and  decided  cause 
of  preventing  the  Exchauijc  getting  to  a  higher  pitch;  and  he 
said  that  it  must  appear  that  his  opinion  was  that  the  eirculation 
of  Bank  pa|K'r  in  Ireland  was  in  no  shape  the  cause  of  the  high 
exchange.  Ho  s<ud  that  he  clearly  and  decidedly  considered  the 
sole  cause  of  the  high  rate  of  Exchange  to  be  that  Ireland  owed  a 
great  deal  more  money  than  she  could  pay.  He  considered  tlie 
true  criterion  of  such  balance  of  deU  to  be  the  state  of  Exchange 
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between  DnMin  and  London,  and  London  and  Dablin.  That 
when  the  Kxcbanpie  was  con«.nIerably  above  par  it  was  said  to  be 
agaiiiflt  Ireland,  and  in  that  case  certainly  nt  tbat  time  IreUmd 
owe«  more  money  than  she  is  able  to  pay.  Mr,  Colville  repeated 
these  opinioua  several  times :  more  often  than  it  is  necessary  U* 
quote.  When  pressed  with  the  question  whether  the  Rates  of 
Excbau^  might  be  influenced  by  the  value  of  the  medium  in 
which  the  balance  of  debts  was  paid,  aB,  for  instance,  if  it  were 
paid  in  degraded  or  adulterated  coin,  be  admitted  that  it  might 
l«  BO  with  respect  to  coin,  but  he  denied  timt  sueh  views  in  any 
way  applied  to  Btink  of  Ireland  paper,  Mr.  D'Olier  coincided 
with  these  views,  and  attributed  the  state  of  the  Exchanges  to  the 
same  causes.  When  asked  whether  it  was  possible,  in  any  cose 
whatever,  for  there  to  be  such  an  augmentation  of  inconvertible 
Bank  paper  as  to  diminish  its  value  in  exchange  for  goods, 
ftlthoagh  the  confidence  that  they  might  be  paid  off  at  some 
remote  and  indefinite  period  might  be  maintained,  he  said  be 
LhoQgbt  it  possible,  but  not  probable.  lie  said — *'  I  have  he^irtl 
it  stated  that  because  gold  is  bonght  at  a  premium,  that,  tbere- 
fore.  Bank  of  Ireland  no'es  are  by  so  macb  depreciated,  and  at 
an  absolute  discount  as  to  the  amount  of  that  premium,  That 
was  not  the  proper  way  to  look  at  the  question.  The  circnlation 
said  to  be  depreciated  mtist  first  be  proved  to  have  become 
bardensome  to  the  holders,  and  bargains  to  have  been  made  by 
nnneoGflsary  purcbasors  to  get  rid  of  that  which  they  found 
inconvenient,  or  were  apprehensive  to  hold.  The  mere  buying 
of  gold  at  an  advanced  price  beyond  that  of  the  Mint,  is  the 
clfect,  and  not  the  cause,  of  the  Exchange,  and,  thei-efore,  no 
proof  of  the  depreciation  of  the  paper  itself/'  As  both  these 
witnesses  maintuiued  tliat  the  Exchanges  might  be  depressed  to 
any  extent  by  the  mere  fact  of  debts  being  doe  by  the  country, 
It  ifi  much  to  lie  regretted  that  tlie  Committee  did  not  ask  thorn 
if  it  were  possible,  in  their  opinion,  for  the  Exchange  to  be 
depressed  l>eyond  the  limit  of  the  expense  of  the  transmission 
of  bulliuu,  and,  if  bo,  how  it  could  be  possible  ? 


18.  The  description  given  by  the  witneascs  of  the  state  of 
the  Metallic  Cuixency  was  most  astonishing.  Mr.  D'Olier  had 
iome  of  it  weighed.    The  base  currency  took  about  12G«.  to  the 
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pound  weight;  the  Mint  silver  which  was  in  circulation,  was  very 
scarce  and  very  much  worn,  contained  94«.  Bd,  to  tho  ponnd 
weight,  wkoms,  when  new  from  the  Mint,  it  contained  (j*2s,  to 
the  ponnd  weight.  Of  the  base  ahillings,  the  best  did  not 
contain  more  than  Grf.,  and  the  worst  about  dd.  These  baaai! 
pieces  were  coined  and  sold  privately  to  agenta  who  had  tl 
means  of  circulating  them,  at  28^.  to  Zba.  the  guinea*  When 
such  waa  the  state  of  the  Metallic  Currency  in  Dublin,  the 
provinces  in  the  south  were  even  worse  off.  One  witness  stated 
that  the  silver  Currency  had  totally  disapixjared  from  tlie  southern., 
parts,  that  the  vacuum  was  supplied  by  silver  notes;  that  these* 
silver  notes  had  driven  out  the  whole  of  the  silver  Corrency,  and 
from  their  increased  amount,  as  well  as  the  incrcaaing  issues 
of  private  bankers*  notes  of  every  other  description,  prices  had 
risen  greatly.  That  the  bad  Currency  had  been  increasing  most 
mischievously  during  the  last  twelve  months,  that  there  was  still 
a  very  good  supply  of  good  silver  in  t!ie  south  which  was  hoarded 
on  account  of  those  si  her  notes;  but  if  they  were  suppressed,  it 
Would  come  into  circulation  again.  He  said  all  sorts  of  traders, 
08  well  as  bankers,  issued  notes  for  3^.  9^(L  and  C^.,  payable  at 
twenty -one  days  after  date.  He  thought  that  the  increase  of  the 
paper  circulation  augmented  the  state  of  Exchange  against  Dublin. 
That  the  pivniiuni  on  guineas  was  a  proof  of  the  depreciatitm 
of  the  Bunk  notes ;  and  that  as  the  Exchange  rose  the  depreciation 
continued.  That  the  pi-emium  on  guine^ns  was  then  7  or  8  per 
cent.  He  himself  had  bought  large  quantities  of  guineits  at  a 
premium  of  2/(,  Gd.  eaeh.  In  the  north  of  Ireland,  however,  all 
bills  were  payable  in  gold ;  they  would  have  nothing  to  do  with 
kuy  Paper  Currency,  and  while  the  Exchange  on  Dublin  was  IG 
[7  two-thirds  tielow  par)  the  Exchange  on  Iklfast  was  7  or  8  |K'r 
mt.  (one-third  above  par).  He  argued  that,  since  the  exchange 
gold  was  favourable  to  Irclund,  the  Real  Exehtingc  must  lie  in 
jr  favour,  and  that  if  any  considerable  quantity  of  gold  came 
ito  circulation  it  would  at  once  tend  to  diminish  the  premium 
guineas,  and  lower  the  rate  of  Exchange,  However,  he 
lought  that  the  high  filjite  of  the  Excluinije  was  a  clear  pruof 
lat  the  balance  of  payment*  was  again&t  Ireland  annually. 
While  no  Bank  of  Ireland  or  privala  Bank  notes  coold  be 
exchanged  for  guineas^  eicept  on  paying  ft  prcuiiuu  of  S«.  (S(/. 
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jeacb,  Bank  of  England  paper  bore  exactly  the  same  premium  as 
ineas,  and  were  received  in  every  transaction  as  equivalent  to 
'gninesis.    And  yet  the  directors  of  the  Biuik  of  Ireland  main- 
tained that  thi-ir  notes  were  not  duprcciated  I 


Dublin 

Belfaflt 

£11    1    a 

£7  12     6 

13     8   11 

8     8     8 

ir.  17    0 

7  12     C 

15     8     7 

5  12     6 

18     0     0 

6    0     0 

1^,  In  the  north  of  Ireland,  where  nothing  but  gold  wag 
cnrrfnt,  and  paper  was  tjihooed,  the  Exchange  at  Belfast  with 
Tendon  had  always  cotitinm^d  favonrablo  to  Belfast,  and  even 
while  the  Excliange  at  Dublin  was  progressively  sinking,  the 
lxchan|?e  at  Belfast  continued  to  rise;  thus,  the  state  of  the 
"Exclianges  during  the  years  1803  and  1804,  when  the  Committee 
irere  appointed,  was  as  follows : — 

1803 
Average  of  Ist  quarter     . 

2nd 

8rd 

4th 
1804. 

January  27th 

There  was,  therefore,  at  that  time,  a  difference  of  12  per  cent. 
between  the  Exchange  at  Dublin  and  at  Belfast  Consoqucntly, 
if  the  opinions  of  the  Directors  of  the  Bank  of  Irehind  were  true, 
enormous  payments  were  being  made  from  Dublin  to  London, 
and  a  balance  of  payments  was  due  from  London  to  Beifaat. 
However,  Mr.  Marshall,  the  Inspector  General  of  Imports  and 
Exports  at  Belfast,  held  a  very  dilfercut  opinion  with  respect  to 
Irish  Bank  notes,  for  he  appends  to  the  table  of  Exchanges 
prepared  by  him  this  note — 

•*It  has  certainly  been  heretofore  held  as  a  maxim  of  com- 
merce, that  the  balance  of  trade  has  in  a  great  measure  regulated 
tlie  Rate  of  Exchauge  j  and  if  specie  was  equally  in  circulation  in 
England  and  Ireland  as  formerly,  the  criterion  would,  no  doubt, 
'Slill  be  tolt;rably  jwst,  IJul  (he  issue  of  pajur  itt  Ireland  h  so 
great  aB  to  make  it  sitJjni  to  a  hetivtj  disco iint^  whilst  iu  Encrlaud 
it  circulates  without  any  depreciation  at  all.  /  inmjtne  the  Rah 
9f  Eithange  bcfween  ific  (wo  conntricft^  (hmfore^  is  vcnj  much 
wjftwiced  hy  (li$  rate  of  discount  on  Irish  Bank  mtei  " 
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20»  It  is  scarcely  necessary  to  observe  that  if  the  opinion 
of  the  Directors  of  the  Bank  of  Irelaud  were  true,  that  the  Rate 
of  Exchunge  at  Dubliii  on  Loudon  was  due  entirely  to  the  heavy 
debts  doe  from  Ireland  to  England,  their  townsmen  must  have 
been  great  simpletons  to  pnrcliasc  bills  on  London  in  Dublin  at 
each  an  enormous  sacrifice,  when  they  could  have  got  them  at 
Belfast  10  to  12  per  cent,  cheaper.  But  it  appeared  that  specie 
was  at  a  premium  of  10  or  12  per  cent,  in  Dublin,  so  that  the 
bills^  when  paid  for  in  cash^  were  exactly  the  same  rate  in  Dublin 
and  Belfast 

21.  In  order  to  test  the  foci  that  the  Bate  of  Exchange  was 
due  to  the  excess  of  payments  owing  by  Ireland,  the  Committee 
had  evidence  on  the  subject,  and  it  appeared  most  decisively 
that  so  far  from  the  balance  of  payments  being  against  Ireland, 
there  waa  a  very  large  balance  in  her  favour.  Tbe  witnesses 
differed  as  to  the  precise  sum,  but  they  agreed  as  to  the  fact 
of  there  l)cing  a  large  sum  due  to  Ireland,  and,  consequently,  that 
the  Exchange  ought  to  be  in  her  favour,  which  was  precisely  the 
case  at  Belfast,  where  payments  wne  made  in  specie.  With  this 
incontrovertible  evidence  before  them,  the  Committee  did  not 
hesitate  to  express  their  conviction  that  the  real  balance  of 
pecuniary  transactions  was  greatly  in  favour  of  Ireland,  and 
that,  consequently,  the  Real  Exchange  was  and  ought  to  be  under 
par,  and  that  they  felt  themselves  compelled  to  seek  in  other 
causes  than  the  balance  of  debts  for  the  miiavoarablo  Exchange 
then  existing  between  them 

22.  We  have  already  seen  that  when  in  1696  the  silver 
coinage  waa  being  recoined,  a  ditl«jronc^  arose  between  Bank  notes 
and  specie  of  20  i)er  cenL,  and  between  t;illies  aud  Bjiecie  of  40 
per  cent.,  it  was  universally  said  that  Bank  notes  and  tallies  were 
at  a  discount  of  20  and  40  per  cent.  There  is  no  trace  of  any 
other  language  but  that  'lied  to  them.  In  the  year  1804 
Irish  Bank  notes  were  e\  :  for  specie  at  a  difference  of  10 
per  cent.,  so  that,  with  a  guinea  in  specie,  any  one  might  purchase 
u  guinea  note  and  2s.  or  more  in  silver.  The  merelumts  of  Uj96 
would  have  expressed  ftuch  a  stata  of  things  by  saying  that  the 
note  hud  fallen  to  a  discount  of  10  per  cent.     But  at  this  period 
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ft  new  mode  of  expressing  it  was  discovered  j  ifc  was  Btontly  raaia- 
tuined  that  it  was  not  the  paper  which  was  depreciated,  bnfc  the 
guinea  which  had  risen  in  vahie  I  Thus,  one  witness  being  oskud 
— "  Do  you  know  that  the  Bank  of  Ireland  paper  is  depreciated  ?" 
ftaid — '*I  am  not  aware,  of  it,  because  I  should  not  say  paper  was 
dejtreciated,  unless  there  was  a  forced  issue  of  it,  and  that  it  was 
offcnjd  at  a  discount  on  all  occasions.  I  should  rather  now  say 
that  gold  is  increased  in  value  than  the  paper  is  depreciated." 
When  asked — '*  What  do  you  consider  to  be  the  beat  criterion  of 
the  depreciation  of  paper  currency,  an  alteration  of  its  value 
compared  with  the  general  property  of  any  country,  or  its  alteration 
compared  with  a  given  article,  viz.,  guineas  ?  "  be  Bays — '*I  think 
the  first  the  best  criterion,  because  E^niueas  may  be  wanted,  as  in 
the  present  case,  for  special  purposes."  It  is  somewhat  surprising 
that  tho  witness  did  not  remember  that  Bank  notes  are  a  *'  promise 
to  pay  **  g:nineas,  and  they  are  not  a  promise  to  pay  any  other  kind 
of  property.  When  asked — "Do  yon  not  conceive  that  the  fact 
of  a  premium  existiu<c  on  English  Bank  notes  in  Ireland  and 
exchanged  for  Irish  Bank  notes,  aflbrds  some  indication  thnt  it  is 
Insh  paper  which  is  depreciated,  and  not  the  price  of  gold  which 
is  locally  raised  ?" — ^**I  do  not.**  Other  witnesses  agree  in  these 
opinions.  \VTien  we  consider  the  nature  of  an  Exchange,  and  the 
8t;it«  of  facta  proved  with  regard  to  the  Irish  coinage,  at  that  time 
we  might  almost  srailo  at  these  ideas,  and  attribute  them  to  the 
peculiar  methods  of  thinking  which  are  sometimes  prevalent  on  the 
western  aide  of  St.  George's  Chaanel ;  but  we  shall  find  that  when 
a  precisely  similar  state  of  things  took  place  in  England,  with 
regard  to  the  Foreign  Exchanges,  the  very  same  doctrines  were  long 
and  stoutly  asserted  by  a  very  numerous  party  in  this  country, 
und  would  probably  be  so  again  under  similar  circumstances 

22,  There  was  one  witness,  however,  who  held  very  different 
liiiioxifl — ^Mr.  Marshall,  the  Inspector  General  of  Imports  and 
Ixporta,  He  said  that  there  were  shops  in  the  principal  streets  of 
DuhUn  for  buying  and  si.*lling  guineas,  and  that  the  retail  price  of 
ft  guinea  then  wtia  a  paper  guinea  and  2«.  2d.  He  ^aid  that  at  the 
end  of  December,  1803,  the  price  of  a  bill  in  Dublin  upon  London 
for  £10U  British  wasi^lIG  10«.,  if  bought  with  Iri«h  Bank  not^g, 
but  if  purchased  with  specie  the  price  was  only  £106  10«.  Irish. 
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The  same  thing  was  observable  ia  all  domestic  transactions.  The 
man  with  a  gold  guiuen  in  bis  pockety  going  to  market^  had  the 
advantage  of  Lhe  same  premium  over  the  man  with  the  paper 
guinea,  so  he  could  go  to  a  specie  shop,  and  with  his  gold  guinea 
buy  a  paper  guinea  and  the  premium ;  then  he  had  a  paper  guinea 
of  the  same  value  as  the  other  man  and  the  premium  besides. 
Bank  of  Euglaud  notes  were  exactly  equivalent  to  guineas.  From 
all  tlicse  facts,  it  appeared  that  the  Irish  Bank  note  wanted  10  to 
12  per  cent  of  the  value  of  specie.  It  was  contended  that  thia 
was  due  to  the  rising  In  vahie  of  specie,  and  not  to  the  depreciation 
of  notes ;  but  if  specie  had  risen  &}  much  in  value,  or,  which  was 
the  same  thing,  if  commodities  had  fallen  so  low  as  XO  or  12  per 
cent.,  BQch  a  state  of  things  could  not  have  continued  for  any 
length  of  time,  because  such  a  degree  of  cheapness  would  have 
attracted  specie  from  Great  Britain,  where  it  had  not  risen. 
Moreover,  Bank  notes  had  been  i^sned  at  par  witii  specie,  at  its 
cunxsnt  value,  whatever  it  was,  and  they  oiigiit  to  have  risen  pari 
pasm  with  it,  so  an  to  be  exchangeable  with  it,  and,  therefore, 
whatever  they  wanted  of  this  exchangeable  property  must  be  con- 
sidered aa  a  falling  off  from  their  original  value,  or  a  depreciation 
to  that  extent.  And,  therefore,  he  was  clearly  of  opinion  that  the 
Triah  paper  currency  was  depreciated 


24.  After  shewing  that  the  balance  of  payments  had  been 
for  a  long  scries  of  years  favourable  to  IielunJ,  l)ut  that  the 
exchange  had  never  ceased  to  be  greatly  depresssed,  he  was  asked — 
"Do  you  also  mean,  on  the  whole  of  your  evidence,  to  give  it 
as  your  decided  opinion  that  there  ia  and  has  l)een  a  dc[>rceiatioa 
in  the  paper  currency  in  Ireland,  and  I  hat  the  high  rates  of 
exchan;::e,  which  have  prevailed  and  still  prevail,  have  ariseu  from 
the  dejueciation  ?  " 

**  I  do  J  the  high  exchange  in  Dublin  which  has  now  continued 
for  some  years,  must,  no  doubt^  have  arisen,  like  all 
other  permanently  high  Exchanges  which  have 
ever  existed,  ftoia  the  depreciated  state  of  the 
Currency  with  which  Bills  of  Exchange  are  pur* 
chased,  and  tlic  «aino  remedy  nn'glit,  jKrhu]*,  bo  resorted  to 
with  8UCC(.%*<  in  the  present  ai^e,  which  hoii  never  failed  to  bo 
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!toaI  oil  all  former  occasions,  namely,  a  removal  of  the 
jprecifttion  ** 
These  are  the  ideas  of  the  men  of  169G;  we  shall  find  a 
long  dreary  period  elapee  before  their  troth  was  ai^ain  generally 
recognised  in  this  country.  The  amazing  absurdity  of  Biipposing 
that  the  Exchange  could  have  fallen  to  118,  on  account  of  the 
balance  of  payments  alone,  can  be  easily  shewn.  We  C4iunc)t 
BuppoBe  that  the  cost  of  tmnemitting  the  specie  from  Dnblin  to 
London  could  have  been  more  than  £2  at  most.  Consequently, 
as  £108  6*,  Sd.  was  the  par  of  exchange,  if  the  rate  of  the 
Exchange  fell  below  d£110  0^.  8rf.,  it  would  have  been  cheaper  to 
send  the  specie  itself.  Snrely,  the  Irish  would  never  have  t>een 
foolish  as  to  pay  £118  in  Dublin  to  purchase  a  debt  in  London 
^'Of  £100,  when  they  could  place  the  cash  iteelf  on  the  spot  for 
£110  Gs.  8^* 


25.  The  directors  of  the  Bank  of  Ireland  bad  admitted  that 
before  the  Restriction  Act  they  were  obliged  to  regalate  their 
issues  of  paper  by  the  price  of  guineiia  and  the  Exchange  with 
London.  Whether  they  had  an  unusual  demand  for  guineas,  and 
le  Exchange  was  adverse,  they  had  been  obliged  to  diminish  their 

les  to  prevent  the  continuance  of  the  demand  for  guineas.  As 
soon,  however,  as  they  were  released  from  paying  in  cash,  they  no 
longer  thought  themselves  bound  to  follow  the  same  rules,  and  we 
hvffi  seen  how  prodigiously  they  bad  extended  their  issues.  They 
admitted,  however,  that  it  was  a  possible  ciise,  that  their  isBues 
miglit  be  too  great,  and  a  new  theory  was  now  advanced  which  we 
shall  be  called  on  to  discuss  at  some  length  in  a  future  chapter, 
but  we  notice  it  now  because  this  appears  to  have  been  the  first 
^occai«ion  it  was  propounded  by  mercantile  men.  Mr.  Irving  being 
ked  if,  in  his  opinion,  Irish  Bank  notes  were  depreciated,  said 
that  he  did  not  think  so,  although  guineas  were  selling  at  a 
premium — 

"  Kxplatn  your  reasons  '* 

**  I  am  of  opinion  that  a  bank  managed  with  prudence,  would 
only  isHue  notes  in  proportion  to  the  deman<l  which  may  be  mado 
for  those  notes  in  exchange  for  good  and  convertible  securities, 
snob  as  mercantile  bills  of  exchange,  payablij  at  specilic  periods 
of  undoubted  respectabilitj,  founded  upon  real  mercantile  tmu«- 
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actions,  upon  Government  securities,  such  aa  exchequer  bills,  io 
the  purchase  oF  Spnnish  dollars,  or  other  huUion ;  and  the 
circu instance's  of  the  bank  notes  of  Ireland  l>einj;  demanded  for 
such  good  and  conveitible  securities,  I  am  of  opinion^  is  a  proof 
that  they  arc  not  too  large  iu  amount,  and  that  their  value  is  not 
depreciated  ^* 

We  shall  see  afterwards  that  this  theory  waa  adopted  by  the 
directors  of  the  Hank  of  England.  It  is  one  quite  opposed  to 
that  by  which  the  Irish  directors  acknowledged  themselves 
obliged  to  follow  whilst  they  were  liable  to  pay  their  notes  iu 
gold*  Ilence,  if  it  was  correct,  it  inevitably  followed  that  the 
issues  of  a  Bank  shuiild  be  governed  on  totally  different  priuciples 
under  a  convertible  and  an  inconvertible  paper  currency 

ZB»  After  accumulating  a  considerable  body  of  evidence 
upon  the  subject,  and  examining  witnesses  of  all  sorts  of  various 
opinions  and  various  professions,  tho  Committee  reported  that  the 
Real  Exchange  was  in  favour  of  Ireland,  and  that  the  difference 
between  the  Real  and  Nominal  Exchange  arose  from  the  depre- 
ciation of  the  Irish  paper.  They  pointed  out  the  absurdity 
of  supposiug  that  the  value  of  gold  imd  risen,  and  not  that  the 
paper  wa.s  depreciated.  They  said  that  the  difference  between 
the  Rate  of  Exchange  conld  never  vary  more  than  the  cost  of 
transmitting  specie  from  one  to  the  other,  and  that  any  excess 
above  that  could  only  arise  from  otlier  cauaesi.  They  then  noticed 
the  enormous  incretise  of  the  paper  currency  that  had  taken 
place,  since  the  only  check  against  over-issue  was  removed, 
namely,  convertibility  into  gold  at  the  will  of  the  holder — the 
great  quantity  of  base  and  counterfeit  coin  fabricated  and  forced 
into  circulation — and  shewed  that,  under  an  unfavourable  state 
of  the  Exchauge,  the  paper  currency  had  always  been  diminished. 
*'  If  prudence  had  not  dictated  such  a  course,  necessity  would 
have  compelled  a  diminution  of  issues,  by  diminishing  the  stock 
of  specie  which  cotiM  only  l>e  rephwed  at  a  loss  proportionate  to 
the  existing  rise  of  Exchange,  and  your  Committee  obnerve  tiiat, 
in  fact  as  well  as  in  theory,  the  result  of  such  practice  always  waa 
and  must  be  the  redress  of  the  unfavtnirable  Exchange.  Sinoe 
the  Restriction  Act,  however,  the  dinv^tora  had  acted  exactly 
upon  the  opposite  principle,  when  the  Exchange  was  unfavour- 
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able,  they  had  grc&tlj  increased  thuir  isaaes.  Eiceesive  isBiiea 
of  paper  produce  a  proportionate  rise  m  the  Rates  of  the  Ex- 
chttugc,  for  these  are  obviously  iiiiJueticed  by  tho  value  of  the 
medtam  in  vv'hich  the  payments  ihm  made  and  the  quantiiy 
of  that  medium  necessary  to  effect  a  given  payment  must  be 
incrt'-iised  as  the  value  of  the  medium  diiiiiuishes,  no  matttr 
whether  the  payments  be  ma<le  in  a  degraded  and  adulterated 
coin,  or  in  a  depreciated  paper.  If  pai»er  by  depreciation 
comes  to  represent  a  less  quantity  of  m<mey  than  it  professes  to 
do,  it  roust  make  the  Exchange  which  it  is  to  i)ay  appear  un^ 
favourable,  in  the  same  manner  as  coin  in  which  it  were  to  be 
|mid  would  have  done,  if  by  degradation  it  should  cease  to 
cont&in  the  eame  portion  of  gold  which  it  used  to  do ;  and 
the  removal  of  the  degradation  in  the  one  cwse,  and  of  the 
depreciation  in  the  otber,  wotUd  have  the  name  effect  in  bringing 
the  Exchange  to  par,  or  whatever  might  be  its  real  state" 

27.  After  recommending  several  minor  remedies  the  com- 
mittee said — "But  all  the  benefits  prupused  by  this  mode  of 
n'nicdies  woold  be  of  little  avail,  and  of  very  limited  duration, 
if  it  did  not  promise  at  the  siune  time  to  cure  the  depreciation 

pnjxT  in  Ireland,  by  dimiuiahing  its  over-issue.     ..... 

1  your  Committee  do,  in  express  terms,  declare  their  clear 
upiujou,  that  it  is  incumbent  on  the  Directors  of  the  Bank  of 
la^laud,  and  their  indisiHiUgable  duty,  to  limit  their  paper  ut  all 
times  of  an  unfavourable  ExchangCj  during  the  continuance 
d  the  restriction,  exactly  on  the  same  principle,  aa  they  would 
and  must  have  done,  in  case  the  restriction  did  not  exist.,  and 
tliat  all  the  e?ils  of  a  high  and  fluctuating  Exchange  must  be 
imputable  to  them  if  they  fail  to  do  so  " 

28.  They  then  noticed  the  miserable  state  of  the  silver 
coinage,  or  rather  the  b.use  metal,  and  notes  and  I  0  U's 
Bubstitnt4?d  in  its  place,  which  they  said  was  clearly  to  be  traced 
to  the  unfavourable  Exchange.  As  long  as  the  Exchange  con- 
tiuoed  in  that  unfavourable  state,  all  the  genuine  silver  coin 
tnuiif erred  itself  to  England,  and  the  place  of  the  genuine  silver 
coin  was  suj)plicd  by  these  small  silver  notes  in  the  country 
disLrieta,  and  in  Dublin,  where  they  were  not  iasunble,  by  an 
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extremely  base  gilver  coinage  which  was  privately  fabricated  in 
great  qoantitiea,  all  of  which  evils  could  only  be  cored  by  the 
reetoratioQ  of  the  Exchaogea  to  theii*  true  state,  and  the  issue 
of  II  genuine  silver  coiuage 

29.  The  Committee  contented  themBehes  with  declaring, 
in  the  most  emphatic  terms,  that  the  Bank  of  Ireland  uaght  to 
regulate  its  igrtuts  by  the  stat-e  of  the  Exchanges,  bnt  it  did  not 
dwcuss  the  new  theory  propounded,  that  the  Paper  Currency 
Bbonld  be  rogulated  by  the  mercantile  Billa  of  Exchange  offered 
for  discount  No  one  vvho  has  paid  any  attention  to  the  princijjlea 
of  the  subject,  and  carefully  considered  the  facts  produced  before 
tlie  Committee,  can  fail  to  acquiesce  in  their  judgment,  and  we 
cannot  fail  to  remark  that  none  of  the  professional  witnesses, 
i.tf.,  the  directors  of  the  Bank  of  Ireland,  or  the  other  Bankers 
examined,  had  attained  the  smallest  glimpse  of  the  principles 
which  goTcrned  their  own  business,  and  by  which  they  should 
have  directtid  tlieir  policy.  Its  true  principles  were  clearly  seen 
and  annouoced  solely  by  the  extra-professional  witnesses,  and  laid 
down  by  the  statesmen  who  formed  the  Committee.  We  may 
suppose  that  fear  of  giving  offence  to  their  customers,  and  so 
diminishing  their  business  and  profits,  may  have  somewhat 
dimmed  their  perception 

30.  As  it  was  evident  that  as  long  as  the  different  Currencieii 
between  the  countries  continued,  there  must  be  an  Excfiange 
from  the  want  of  a  common  medium  of  payment,  the  Committee 
strongly  recommended  ibat  the  moneys  of  circulation  and  account 
Bhould  be  assimilated^  and  that  Bank  of  Ireland  notes  sliould  be 
payable  in  Bank  of  England  paper,  and  that  the  Bank  of  Ireland 
should  establish  a  fund  at  their  credit  in  London  for  that 
purpose,  and  that  all  bills  should  be  payable  at  a  fixed  date, 
wliich  measures  had  been  found  to  reduce  the  Scotch  Exchanges 
to  par,  and  maintain  them  so  ever  since  the  year  17C3,  through 
all  tiio  poUtical  and  commercial  convulsions  of  the  period 

31.  The  presentation  of  this  report  doea  not  seem  to  hare 
cxciUrd  any  diacua^ioii  in  the  Houhc  till  many  years  afUTwardij, 
In  1809  Mr«  Paruell  moved  that  the  Currencies  of  England  and 
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Ireland  ghoiild  be  aseirailated  in  accordance  with  the  rccom- 
nieritiation  of  the  Committee,  which  was  rejected  witliout  a 
divLsiou.  The  Report  does  not  seem  to  JiaTe  been  printed  for 
pablic  circulation  till  182G ;  but  it  was  probably  communicated 
to  the  Bank,  and  produced  Bome  effect  upon  their  pob'cy.  A  fact 
was  gtated  by  Mr.  Foster  in  the  IIoubc  that  in  the  months  of 
May,  Jane»  and  July,  1804,  the  directors  diminished  their  issues 
from  three  to  two  millions  and  a  half,  and  the  Exchange  rose 
in  August  they  increased  them  aj^ain,  atid  the  Exchange  fell, 
The  Chancellor  of  the  Exchequer  (AdrJington)  declared  that  it 
was  a  perreiEion  of  terms  to  infer  that  the  depreciation  of  paper 
had  any  real  effect  on  the  Exchange.  The  excesBive  issue  ot 
pajxjr  might  produce  a  depreciation,  bat  each  country  had  a 
different  circulating  medium,  and  the  depreciation  of  either 
could  only  have  a  nomioal  effect  on  the  course  of  Exchange, 
Mr.  Addiugtou  wholly  overlooked  the  fact  that  psyinents  were 
made  in  Bank  of  Ireland  paper,  and  the  course  of  Exchange 
referred  to  that  paper.  If  payments  had  been  made  in  silver 
coin  of  full  weight,  then  it  would  have  been  true-  that  the 
Exchange  would  not  have  been  disturbed  by  the  depreciation 
of  the  paper.  But  the  couree  of  Exchange  always  relates  to  the 
me<lium  in  which  the  payment  is  actually  made,  and  a  depre- 
ciation of  that  medium  necessarily  causes  an  adverse  state,  in 
whatever  state  the  other  parts  of  the  Currency  may  be,  which 
fire  not  the  medium  of  payment.  Of  this  we  have  seen  a  con- 
^picnouf*  instance  in  169C,  when  the  restoration  of  the  silver 
coinage  immediately  rectified  the  Exchange,  although  Bank  paper 
continued  to  be  depreciated  long  afterwards.  Mr  Fox,  with 
premature  exultation,  said  that  he  was  ghul  to  hear  that  the 
Chancellor  of  the  Excliequer  allowed  that  an  excessive  issue 
caused  a  depri'ciation,  and  that  the  House  was  never  again  to 
bear  the  fantaittkul  o/miofi  that  the  paper  watt  not  dr/trcriate^,  but 
th$  value  of  gold  raised.  Had  Mr.  Fox  been  able  to  look  forward 
only  six  years  he  would  have  found  that  this  fantastical  opinion 
not  only  re-appe»red,  but  was  maintained  with  more  fltubboraness 
and  pert) unci ty  than  ever 

32.     Such  was  the  occasion  of  the  first  declaration  by  a 
Parliamentary  Committee,  of  the  principle  that  the  ibsugs  of  the 
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Bank  should  be  regulated  by  the  Foreign  Exchan^'Cfi ;  a  Oora- 
mittee,  comprehendiug  almost  all  the  great  names  of  the  different 
parties  of  all  opinions.  As  it  was  not  then  the  custom  to  publish 
the  lists  of  the  divisions  in  committees,  we  are  not  able  to  say 
whether  thoy  were  unanimous  on  the  subject;  but,  from  the 
exceedingly  strong  and  deeisive  language  of  the  Report  we  may 
fairly  infer  that  the  opinioa  of  the  Committee  was  equally  strong 
and  decided,  and  that  if  any  minority  dilllTed  from  the  reso- 
lutions of  the  majority,  it  most  liave  been  a  very  small  one 

83.  We  have  not  mtioh  to  detain  us  in  the  few  following 
years.  In  1804  the  scarcity  of  the  silver  coinage  was  so  severely 
felt,  that  the  Bank  issued  5«.  dollars  to  supply  the  ^vaut,  of  which 
1,419,481  were  put  into  circulation.  In  180(j  the  loan  of  three 
mllLions,  which  was  the  consideration  for  the  renewal  of  the 
Charter  in  1800,  became  due ;  but  the  Bank  was  persuaded  to 
renew  it  at  8  per  cent,  per  annum  until  eix  months  after  the 
ratification  of  peace.  In  1807  a  Committee  was  apjiointed  to 
inquire  into  the  various  branches  of  the  public  expenditure, 
and,  amongst  others,  into  the  payments  made  into  the  Bank 
of  England.  In  the  second  report  are  some  intercsting  details 
resjiecting  the  conuectiou  l>etvveen  the  Bauk  and  the  Govern- 
ment 

34,  At  this  period  political  circurastanocs  occurred,  which 
led  to  a  great  derangi^-ment  of  the  British  currency,  and  of  which 
we  may  he  allowed  U\  give  a  short  summary—'''  For  ten  years 
(before  1805)  Prussia  had  flattered  henself  tliat,  by  keeping  aloof, 
she  would  avoid  the  storm,  that  she  would  succeed  in  turniDg 
the  desjxjrate  strife  lietweeii  France  and  Austria  to  her  own 
benefit,  l)y  enlarging  her  territory  and  augmenting  her  coo- 
sideratiou  in  tlu*  North  of  Germany,  aud,  hitherto,  success  had  in 
a  surprising  manner  attended  her  stepa.  At  once  all  her  ])ra8fv^fc 
T»nishodp  and  it  Waine  ap|Miit'nt,  even  to  her  own  Ministers. 
that  this  vacillating  policy  was  ultimately  to  be  as  dangerous  us 
it  had  already  been  diaca*dit4ible."  The  state  of  universal  con- 
tempt into  which  Prussia  had  fallen,  precisely  similar  to  that 
whieh  she  did  in  the  Crimean  War  from  an  analogous  conrae 
of  oonduct,  was  nt  \n»t  Utu  strong  even  for  her,  and  just  then  the 
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Emperor  Alexauder  arrived  at  Berlin,  and,  by  bis  influence,  a 
aecT^t  treaty  was  sii^ned  on  tlie  Srd  November  by  the  two  States, 
to  curb  tiic  ascendency  of  Francx3  in  Earojje.  Prussia  bonnd 
herself,  in  tbe  event  of  Napoleon  not  agreeing  to  certain  con- 
litions  to  be  offered  him,  to  declare  war  against  hira  on  the 
[5th  December,  and  the  King  bound  himself  by  the  most  solemn 
oaths  to  adhere  to  his  engagements.  After  considerable  delay, 
the  EVussian  Minister  started  for  the  head  quarters  of  the  French 
Em|)eror  on  the  28th.  Napoleon,  who  was  then  nmnccnvrin^r  in 
pH-'paration  for  the  Battle  of  Austerlitz,  but  who  was  perfectly 
aware  of  tbe  nature  of  Haugwitz's  mission,  put  off  receiving  him 
for  a  fthort  time,  and  sent  him  to  Vienna,  On  the  2nd  Dci-emJier, 
Napoleon  "  1  the  Russian  and  Austrian  armies  in  the  great 

Bottle  of  -  /.,  before  the  eyea  of  their  respective  sovereigns, 

and  the  Prnssian  Minister  immediat*ily  r ashed  off  to  congratulate 
Napoleon  on  his  successes  1  and  to  propose  to  him  a  treaty  of 
AJliance  by  which  Prussia  was  to  seize  all  the  continental  do- 
minions which  l)eIonged  to  her  ally  the  King  of  England.  This 
treaty  wos  signed  with  Napoleon  on  the  15th  December,  the  very 
day  on  which  Prussia  had  agreed  to  declare  war  against  him.  In 
the  following  March,  Prussia,  under  the  coin  puis  ion  of  Napoleon, 
issued  a  decree,  prohibiting  British  mercbundise  from  entering 
any  port  in  the  Prusdan  dominions,  thus  cutting  off  a  principal 
source  of  the  supply  of  com  to  Great  Britain 

35*  «Swift  and  sure  was  the  retribution  that  fell  upon  Prussia 
for  her  matchless  meanness  and  perfidy  in  1805.  Na|x)Ieon  was 
perfectly  informed  of  the  object  of  Haugwitz's  mission  to  him. 
**You  have  come,"  said  he,  **to  present  your  master's  compliments 
on  ft  victory,  but  fortune  has  changed  the  address  of  the  letter  ;  '* 
and.  though  he  was  too  anxious  to  forward  a  measure  which 
would  consign  her  to  public  infamy,  and  embroil  her  with  Great 
Britain,  be  did  not,  nevertheless,  for  one  instant  from  that  time, 
luse  in  his  detennination  to  destroy  her  at  the  first  opportunity. 
From  the  moment  the  treaty  was  signed.  Napoleon  did  more 
than  hate  Prussia,  he  conceived  for  that  power  the  moat  profound 
contempt."  He  proceeded  to  treat  her  with  the  roost  unmeasured 
anx^giince,  and,  after  a  series  of  aggravated  insults,  that  per- 
fidious power  was   astonished  to  discover  that  Na]K)leon   was 
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Bccretly  fcreatiDg  with  Gi'eat  Britain  for  the  restitutioa  of  Haa- 
over  to  ifcB  lawful  sovereign.  Negotiations  for  peace  had  been 
facing  on  for  some  coiiBiderable  time  between  France,  En fr land, 
and  Russia,  wliit-h  hd  to  nothmg.  The  popular  ferment  in 
Prussia  had  been  incix^nsin^^  for  a  long  time  from  her  disgract^ful 
pi>sition  beeoniiiig  more  notorious  and  galling  every  day,  and  the 
Government,  with  a  rashness,  violence,  and  imprudence  only  to 
Ix^  surpassed  by  it8  i>erfidy,  sent  a  haughty  summons  to  Napoleon 
to  evacuate  Gunnajjy.  This  int^ane  insult  reached  Paris  on  the 
let  October^  when  Na})oleon  was  already  far  on  his  way  to  Berlin, 
and  on  the  14th,  Prussia  met  her  well  deserved  doom  at  the  twin 
battles  of  Jena  and  Anorstadt.  Napoleon  visited  the  tomb  of 
Frederick  the  Great  on  the  anniversary  of  the  day  on  which,  ou 
the  same  spot,  the  King  of  Prossia  had  bound  himself  by  solemn 
oaths  to  the  Emperor  Alexander 

36,  Soon  after  Napoleon  arrived  at  Berlin  he  issued  tho 
BerHn  decree  against  British  commerce,  on  the  Slst  November, 
This  decree  was  soon  afterwards  met  by  a  retaliatory  order  in 
Coniicil  on  the  part  of  Great  Britain,  and  during  the  course 
of  1807,  a  series  of  decrees  were  issued  both  by  England  and 
France,  each  endeavouring  to  ontdo  the  other  in  violence,  ferocity, 
aksurdity  and  illegality,  the  result  of  which  was,  however,  to  ex- 
clnde  the  British  flag  from  every  port  of  Europe,  except  Sweden* 
This  state  of  hostility,  the  avowed  object  of  which  was  the 
destraction  of  British  commerce,  led  to  a  short  supply,  and  an 
apprehended  scarcity  of  every  article  of  Enropean  production 
required  as  raw  materials  for  our  manufactures.  Tlie  nahirul 
conseqnence  was  a  boundless  spint  of  speculation  in  these  articles; 
and,  under  the  influence  of  this  speculation,  the  prices  of  all  tho 
products  of  Russia,  and  the  East  of  Europe,  rose  to  double  and 
triple  the  ordinary  figure.  At  the  same  period  Spain  was 
occupied  by  the  French,  and  similar  specnlations  tripled  and 
qnmlrnpled  the  price  of  Spanish  wool.  Fnince,  tot),  was  supreme 
in  Italy ;  and  the  product.'  of  that  country,  chiefly  consisting  in 
ailk,  rose  in  a  similar  proportion.  Nor  had  nur  own  conduct 
been  IcBs  rntnoua  in  other  respects.  The  vindictive  nature  of  tiie 
ordere  in  Council  bad  proved  so  destractive  to  th«  rigbU  of 
neoLruk,  that  a  rupture  with   America  was  imminent,   which 
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prodaoed  an  equally  g|>cculutive  riee  in  the  prices  of  Ainerican 
jirxKluctfl,  such  as  tobacco  and  cotton 

S7»  Speculation  in  these  productions  was  favoured  by  an 
eipeck'd  nnrrowinj^  of  the  sources  of  supply;  circumstances  of  an 
opposite  nature  came  to  ezcitc  still  further  perturbations  in  the 
usual  course  of  trade*  The  entry  of  the  French  into  Spain  and 
Portu^'rtl  had  ^laralysed  their  power  over  their  cnjbnies,  and  the 
Great  South  Ainerican  continent  becatuc  from  this  time  virtually 
independent.  Jt  had  been  hitherto  rigidly  closed  against  British 
commerce.  On  the  13th  November,  1807,  NaiX)kon  published  a 
decree  in  the  Monitmt^  deposing  the  House  of  Braganza  from  the 
Uirone  of  Portugal,  and  Junot  took  possession  of  Lisbon,  and  the 
Boyal  Family  immediately  embarked  for  the  Brazils,  These 
event*  opened  up  the  whole  of  the  South  Amerie^in  tnide  to  the 
British,  and  the  specnlation  of  tlje  merchants  swelled  in  a  pro- 
portion commensurate  to  the  vastness  of  the  markets  that  were 
thrown  open  to  them*  A  complete  phrcnzy  of  speculation  seized 
npon  the  nation.  It  spread  from  commerce  to  joint  stock  oora- 
panies.  The  infatuation  of  1720  was  reproduced.  Joint  stock 
csompanies  of  all  descriptions,  for  canals,  bridges,  insurances, 
breweries,  and  mnJtitiides  of  othecs,  started  up  like  mnshrooraa. 
At  the  same  time,  the  Bank  of  England  fanned  the  flame  of 
speculation  to  an  extent  far  beyond  the  bounds  of  ordinary  rash- 
ness. It  is  stated  by  Sir  Francis  Baring^  in  his  evidence  before 
the  Bullion  CJommittee,  that  since  the  restriction  be  knew  of 
many  instances  of  clerks  not  wcirth  £100,  who  had  startt'd  as 
nierclmnts,  and  had  Wen  allowed  to  have  discount  accounts 
of  from  £5,000  to  £10^000,  which  demand,  he  said,  was  caused 
by  the  Bank,  and  not  by  the  ivgular  demauds  of  trade,  and 
which  could  not  exist  if  the  restriction  were  removed-  The  pnjier 
disconnted  by  the  Bafik,  which  had  kiecu  £2,946,500  in  17t>5, 
t^m  to  £15,476,700  in  180!>,  and  to  £20,070,600  in  1810 

38.  iVloof*  with  this  cxti*avagant  speculation,  partly  caused 
)y  it,  and  purtly  fanniuf^  it,  a  multitude  of  country  burilvs  started 
rp  in  all  diK'ctions,  and  iiiuiKljiini  the  country  with  their  notes, 
fjtiirtly  as  liutl  happened  before  1793.  In  the  year  1797,  they 
bad  been  redneed  to  270 ;  in  1808^  they  had  increased  to  600  \ 
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and  m  1810,  when  thft  liullion  Committee  was  a]>poiuted,  they 
amounted  to  721,  and  the  quantity  of  paper  they  had  pnt  intu 
circulation  was  eupposod  Uy  amount  to  i;JiO,00 0,000.  At  the 
same  time,  the  Iknk  of  Enji^hin<l  had  increased  its  issues  to 
£21,000,000,  a  quantity  dcdaifd  by  somfs  of  the  most  eminent 
witnesses  far  to  exceed  the  legitimate  wants  of  the  country 

89.    Concurrently  with  thewj  ext rava<::ant  speculutions  and 

issues  of  nutcs,  the  price  of  ^^old  bnUiou  rose  rapidly,  and  the 

Foreif^Ti  Exchanges  fell  with  equal   rapidity,  exactly   tlie  same 

symptoms  as   had   been   manifestt'd   in  Irehind  in  1804.     The 

follow in«?  fignres.  taken  at  intervals,  are  sufficient  bo  shew  the 

mpid  rise  of  the  price  of  bullion  and  the  fall  in  the  Foreign 

Exchange : — 

ExchAoge 

with 
HAmbuTg 

£    8.    d,  8,  d,  8,  d, 

Jan.  1805  ...     4     0     0     6  4     85  6 

Oct.   1805  ,..4     0     0     5  5     S3  9 

July  1808  ...no  (luotation. 5  8  ......     84  9 

Fob.  1800  ...     4  10     0     5  8  31  0 

May  ISOit  ...     4  11     0     5  5  i'9  6 

Jan,  1810  -.  no  quotation 5  7     28  C 

40.  Under  these  circumstauces,  Mr.  Horner,  on  the  let 
Fcbrnary,  1810,  moved  for  several  accx)unt8  relating  to  Currency 
and  Exchanges.  Mr.  Baring  stated  that  guineas  then  brought 
2C«.  or  27«.    The  Bullion  Committee  were  then  appointed 

41.  Before  proceeding  to  atialj'Bc  this  famous  lleport  and 
the  evidence  produced  before  it,  we  may  observe  that  what  has  so 
frequently  happened  when  two  or  more  persons  or  occurrences 
have  contributed  to  any  resnlt,  if  one  of  these  persona  or 
occnrrences  has  be<}n  ranch  more  prominent  than  the  rest,  the 
others  come,  in  course  of  time,  to  be  forfjotten,  and  the  whole 
nicrit  or  blame  is  attributed  to  the  one  which  has  attracted  innst 
public  attention.  So  it  has  been  in  this  case.  The  Bolllon 
Kepori  of  1810  lias,  from  various  circumstances,  attracted  so 
macb  public  attention  to  itself,  aa  to  haye  thrown  completely 
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into  the  shade  the  Report  on  the  Irisli  Correncj  of  1804 ;  and 
that  Heport  se^^ms  to  have  been  bo  soon  forgottew,  that  the  di- 
Pectore  of  the  Bank  of  England  in  1810  had  little  or  no  knowledge 
of  it.  The  circnnistanoes,  however,  of  the  derangement  of  the 
Irish  Corrt'Dcy,  upon  which  the  Committee  of  1804  sat,  were 
preciftelj  identical  with  those  of  the  English  Currency  in  1810, 
which  cansed  the  appointment  of  the  Enghsh  Committee.  The 
same  sets  of  opinions  were  delivered  and  adhered  to  stoutly  by 
the  professional  witnesses  in  hr>th  cnses,  and  the  Keport  of  the 
Committee  in  each  case  was  precigely  identical ;  in  each  case  they 
condemned  the  doctrines  and  p«)licy  of  the  Bank  directoiu  in  the 
moftt  emphatic  manner.  The  Keport  of  the  Committee  of  1810 
IB  written  in  a  more  methodical  and  scientific  form,  and  is 
superior  as  a  literary  perfonuance*  but  tlie  principles  adopted 
and  enforced  in  it  ai-e  absolutely  identical  with  those  of  the 
Commitice  of  1804 

42.  It  may  be  intcrcstinj?  to  compare  the  composition  of 
the  two  Committees,  who  at  different  times  came  to  similar  con- 
closions  aa  to  the  principles  that  should  govern  the  Bank  in  its 
iissacs  during  the  restriction  of  cash  payments.  The  Committee 
of  1810  consist^^d  of  Mr.  Horner,  Mr.  Sjx^ncer  Perceval,  Mr. 
Tiemey,  Earl  Temple,  Mr.  Brand,  lilr.  Pjirncll,  Mr.  Mul^cub, 
Mr.  Johnstone,  Mr.  Giddy,  Mr.  Dickinson,  Mr.  Thornton,  Mr. 
Bia^ridun.  Mr.  Baring,  Mr.  Manning,  Mr.  Sharpe,  Mr.  Greufell, 
Mr.  Foster.  Mr.  Tfiompson,  Mr.  Irving,  Mr.  Huekisson,  Mr. 
Al>ercrombie.  On  cumi>aring  this  list  with  that  of  the  Committee 
of  1804,  it  will  be  seen  that  there  were  only  two  members, 
Mr.  Sheridan  and  Mr.  Foster,  who  were  on  l>oth  C^ommitteea 

43«  The  witnesses  examined  before  botli  Committees  con- 
SBted  of  tlie  same  varieties.  1.  Bank  directors.  2.  Private 
bonkers.  8.  General  merchants. '  4.  Independent  witnesses.  On 
leading  over  the  evidence  by  these  respective  sets  of  witnesses,  wo 
fmd  tlmt  the  opinioua  given  by  the  English  Bank  directors  ami 
merchants  were  precisely  similar  to  those  of  the  Irish  Bank 
dla*ctors.  The  direetore  of  both  Banks  vehemently  rupndiated 
ih«  idea  that  the  Bank  paper  was  depreciated  ;  they  equally 
maintnined  that  it  was  the  price  of  specie  that  had  risen  ;  thej 
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both  admitted  that,  whrlo  thej  were  liable  to  pny  their  notes  in 
epecie,  they  wei-e  obliged  to  regulate  their  issues  by  the  Forei^ 
Exchaogefi  and  the  price  of  Bullion ;  thoy  batli  adniitt^'d  that 
Bincethe  restrictiou  they  hatl  paid  uo  regard  to  their  funner  rules, 
and  they  denied  the  necessity  of  so  doing.  They  Iwth  denied  tbut 
the  issues  of  their  notes  had  any  effect  upon  the  Exchjingets,  or 
were  in  any  way  the  cause  of  the  high  adverscf  Exchange,  and  they 
botli  denied  that  a  limitation  of  their  issues  would  have  tin*  slightest 
eflect  in  reducing  the  Exchange  to  imr.  They  buth  lurtinUiuod 
that  there  could  lye  no  over-issiie  of  their  notes  so  long  as  they 
were  confined  to  the  discount  of  paper  of  undoubted  solidity 
founded  upon  real  transactions 

44.  Nothing  can  be  more  remarkable  than  the  perfect  identity 
in  aentiraent  in  every  point  of  opinion  and  policy,  between  these 
two  setfi  of  director,  bat  we  must  remark  a  circumstance  that  will 
detract  considerably  from  the  weight  of  their  opinion,  namely,  that 
they  were  all  intermtcd  witnesses.  In  the  first  place,  since  the 
restriction  upon  paying  in  specie,  and  so  beiug  relieved  of  fulfilling 
their  obligations,  Uiey  had  extended  their  discounts  enormously, 
and  their  profits  upon  their  e^ctended  issues  had  been  proportionate, 
the  dividends  to  the  proprietors  had  greatly  increased;  and 
secondly,  they  were  in  the  position  of  serai-defendants;  their 
policy  was  certainly  impagned ;  the  Committee  was  a  species  of 
court  of  enquiry  into  their  conduct,  and  it  certainly  was  not  likely 
that  they  would  admit  that  the  principles  they  were  acting  upon 
cc>uld  h:  wrong,  when  they  were  so  very  lucrative  to  the  proprietors 
of  the  Bank,  The  same  objection  of  interested  testimony  equiilly 
applies  to  that  of  the  merchants,  for  they  were  interested  in  obtain- 
ing aa  large  an  amount  of  accommodation  from  the  Bank  as 
possihlr,  and  a  restriction  of  its  issues  would  have  curtailed  their 
operat  iuna,  specnlative  or  otherwise ;  consequently  their  int^eresta 
were  better  served  by  the  doctrines  and  policy  of  the  Bank 
directors.  Both  Committees,  however,  examined  witnesses  of  an 
indciKrndcnt  ]KJ8ition^  who  had  no  interest  one  way  or  the  other, 
and  in»'iich  case  they  totally  disngrecd  from  the  opinions  of  the 
Bank  directors,  and  condemned  their  policy.  And  in  both  cjw««« 
the  Oommittce,  having  examined  all  thosi*  witnesses  of  diffenMit 
fthaden  and  opposite  opinions,  presented  reports  strongly  oon- 
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demaing  the  opinious  aud  practice  of  the  directors  of  each  bank, 
and  called  upon  thera  to  alter  their  policy:  the  report,  in  the 
Iri»h  case,  in  langDage  of  great  ee verity,  that  in  the  English  case 
i;quallj  strong  in  fact,  though  milder  in  expression 

46.  As  this  division  of  opinion  on  these  financial  questions 
ms  to  be  as  permanent  and  deep-seated  as  the  diTisions  on 
Utical  questions,  it  may  be  of  advantage  to  state  shortly  and 
precisely  the  points  upon  which  the  respective  parties  were  at 
isfiue.  The  facts,  of  coarse,  were  easily  ascertained  and  agreed 
upon.    They  were  as  follows — 

1,  That  the  Mint  price  of  gold  bullion,  or  the  legal  standard 
of  the  coin,  was  £3  17*.  10^^/,  per  oz. 
That  the  market  price  of  gold  bullion  was  then  £4  10^, 
peroz, 
8.  That  the  Foreign  Exchanges  had  fallen  to  an  enormous 
extent ;  that  with   Hambarg,  9  per  ceut.^ — that  with 
Paris,  14  per  cent. 
4*  That  the  increase  of  Bank  Notes  had  been  very  great 
during  the  last  few  years,  and  was  rapidly  augmenting 
5.  That  specie  had  disappeared  from  circulation 

46.     Upon  this  acknowledged  state  of  facts,  the  opposite 
Les  maintained  by  the  two  parties,  were  as  follows  t — 
The  one  party  maintained — 

I.  (ft)  That  the  Bank  Notes  were  depreciated 

{b)  That  the  difference  between  the  Market  price  and 
the  Mint  price  of  gold  bullion,  was  the  measure 
of  the  depreciation 
n.  (a)  That  the  extreme  limit  to  which  the  Foreign  Ex- 
chimges  could,  by  the  nature  of  tilings  fidl^  in 
any  case,  was  defined,  and  easily  ascertained,  and 
consisted  of  the  expense  of  freight^  insurance, 
and  some  other  minute  causes 
(Jf)  That,  in  the  then  state  of  the  Exchanges  there  was 
a  very  large  excess  of  depression  over  and  above 
that  limit,  which  was  not  attributed  to  any  of 
these  causes. 
{e)  That  this  residual  depression  of  the  Foreign  Ex- 
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changes,  and  the  rise  of  the  Market  price  abofe 
the  Mint  price,  was  caused  by  the  excessive  issues 
of  Bank  Notes  in  circnlation 

IIL  That  a  diminution  in  the  quantity  of  Bank  Notes 
would  increase  the  value  of  the  domestic  currency 
— would  cause  the  Foreign  Exchanges  to  rise  to 
par— and  the  Market  price  of  gold  to  fall  to  the 
Mint  price 

IV.  That  the  Directors  of  the  Bank  of  England  onght 
to  follow  the  same  rules  in  the  extent  of  their 
issues  during  the  restriction  of  cash  payments, 
as  they  were  obliged  to  do  before,  viz.,  by  r^u- 
lating  them  by  the  Foreign  Exchanges.  When 
the  Exchanges  were  &vourable,  and  bullion 
flowing  in,  they  might  enlarge  them ;  when 
the  Exchanges  were  adverse  they  must  contract 
them 

47.    In  opposition  to  these  principles,  the  other  party  main- 
tained— 

I.  (a)  That  it  was  not  the  Bank  notes  that  were  de- 

preciated, but  the  price  of  specie  that  had  risen 
(b)  That  there  was  no  difference  between  the  price 
of  Bullion,  whether  paid  in  Notes  or  specie 

II.  That  the  depression  of  the  Foreign  Exchanges  was 

in  no  way  whatever  attributable  to  the  de- 
preciation of  the  Currency,  but  was  entirely 
caused  by  the  adverse  balance  of  payments  to 
be  made  by  Great  Britain,  the  remittances  to 
the  army,  the  continental  measures  of  Napoleon, 
and  other  political  measures 

III.  That  no  diminution  or  increase  of  the  issues  by  the 

Bank  would  have  any  effect  whatever  upon  the 
Foreign  Exchanges,  either  in  raising  or  de- 
pressing them,  or  on  the  Market  price  of  Bullion 

IV.  That  since  the  restriction,  there  was  no  necessity 

for  observing  the  same  rules  in  issuing  their 
Notes  by  discounts  as  before,  i.e.,  by  observing 
the  course  of  the  Foreign  Exchanges,  but  that 
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the  public  demand  waa  the  sole  criterion,  and 
so  long  as  they  adhered  to  these  rales,  there 
could  be  no  over-iasoe 


48.  With  respect  to  the  first  point  at  issue  between  the  two 
parties,  after  the  very  full  explanation  of  the  principles  involved 
in  it,  given  in  a  previous  chapter,  we  need  say  very  little  about  it 
here,  as,  according  to  what  has  already  been  said^  it  is  quite  clear 
that  it  certainly  was  a  very  fantastic  opinion  to  suppose  that  gold 
could  rise  in  comparison  to  a  "  promise  to  pay  gold,"  There  was 
one  circumstance,  however,  difTerent  in  the  cases  of  Englnnd  and 
Ireland.  In  the  latter  country,  the  Bank  notes  were  openly  at  a 
discount ;  there  were  two  prices  in  every  tmnsaction,  a  money 
price,  and  a  paper  price :  and  there  were  specie  shops  where  guineas 
wew  openly  sold  sold  for  Bank  notes  and  several  shillings  over. 
In  England  this  was  not  the  case,  partly  because  Biuik  of  England 
notea  were  received  at  their  full  nominal  value  in  payiucnt  of 
taxes,  but  chiefly  because  it  was  an  indictable  offence  to  kcU 
guineas  for  more  than  2]#.  Shortly  before  the  BplJiuu  Committee 
waa  appointed,  a  man  named  De  Yonge  was  tried  and  convicted 
for  the  crime  of  selling  guinosis  for  more  than  2U.  This  law  only 
applied  to  heavy  guineas.  Light  guiuea«s,  t>e]ow  5  dwts.  8  gms, 
might  be  sold,  and  were  usually  sold,  fur  a  Bank  note  and  6k,  or 
7*.  Considering,  then-fore,  that  hy  law  it  wits  a  crime  to  sell 
(guineas  of  full  weight «4t  their  Market  price,  it  is  clear  that  the 
value  of  guineas  was  not  an  open  question — they  were  forcibly 
depreciated  by  law,  and,  consequently,  this  is  no  argument  for  the 
equality  in  valae  between  the  paper  and  the  coin.  If  it  had  not 
been  a  criminal  offence,  there  would  liave  been  two  prices  for 
everything  a  money  price  and  a  paper  price 

Mr.  Merle  waa  aaked^ — 

"What  is  the  ditTerence  between  the  Mint  price  and  the 
Market  price  of  gold  per  cent.?  '* 

**  About  fifteen  or  sixteen  " 

*'  When  you  buy  gold  you  pay  for  it  in  Bank  paper  ?  *' 

"Yes" 

**  The  payment  being  made  in  Bank  paper,  the  price  is  £4  10*. 
per  ouuee  ?" 

♦•  What  I  have  sold  for  the  home  trade  I  had  ouly  £i  Ss,  for" 
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"  If  you  were  to  pay  in  guineas,  should  you  get  the  gold  at  a 
cheaper  rate?" 

"  I  could  not  pay  in  guineas,  I  cannot  get  them  •* 

''  Supposing  you  had  guineas  to  give,  could  not  you  buy  that 
gold  at  a  cheaper  rate  than  £4  10«.  an  ounce  ?  " 

"  No,  I  should  not  offer  a  less  price,  certainly ;  if  I  were  to  buy 
any  quantity  of  gold  and  pay  for  it  in  guineas,  I  should  offer  the 
same  price  as  in  Bank  paper  " 

"  When  you  speak  of  the  Mint  Price  being  £3 17s.  lO^d.  an 
ounce,  do  you  calculate  that  in  gold  coin  or  in  Bank  paper  ?  '* 

*'  We  make  no  difference ;  and  I  do  not  believe  there  has  been 
any  difference  in  paying  in  specie  or  Bank  paper  " 

"  Is  not  the  reason  why  an  ounce  of  gold  is  worth  £8  17«.  lO^d, 
that  as  many  guineas  as  weigh  an  ounce  amount  to  that  sum  ?" 

''  Tes,  if  a  gentleman  came  and  brought  me  gold,  I  should  pay 
him  exactly  the  same,  whether  I  paid  him  in  gold  coin  or  in  Bank 
notes  " 

'*  The  Mint  Price  of  gold  is  the  price  calculated  in  gold  coin  ?** 

"Yes" 

And  the  Market  Price  of  gold  is  at  present  calculated  by 
paper  ?  " 

"  Yes,  it  is  all  paid  in  paper  " 

Thus  we  see  that  nobody  bought  gold  Bullion  at  the  Market 
Price  in  gold  coin,  but  only  in  Bank  paper 

49.  Among  the  other  witnesses  who  held  the  opinion  that 
the  Bank  paper  was  undepreciated,  we  may  cite  that  of  Mr. 
Chambers,  an  eminent  merchant,  which  condenses  the  whole 
subject  into  a  single  point — 

*'  Have  you  ever  had  occasion  to  consider  the  effects  of  an 
excessive  or  forced  Pa|)er  Cum^ncy  in  any  country,  upon  its 
Foreign  Exchanges  with  other  countria^  ?  " 

**  In  a  small  degree,  I  have  " 

**  What  do  you  conceive  the  effect  of  such  excess  to  be  upon 
the  Foreign  Exchanges  ?  " 

''  I  apprehend  the  effect  on  the  Exchange  would  follow  the 
dt-preciation  of  a  forced  Currency" 

''What  do  you  say  to  an  excessive  OoneQcy,  though  not 
forced?" 
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"  T  do  not  cnnoeive  the  thin^  possible  " 

**  VHiat  do  you  mean  by  a  forced  Paper  Carrency  ?  *' 

"  A  paper  that  I  am  obliged  to  take  against  my  will,  for  more 
tliftn  itfi  value  ;  it  m  not  forced  so  long  as  people  take  it  williDj/ly, 
which  they  will  naturally  do  whilst  undepreciated  " 

"  May  not  the  qaantity  of  Metallio  Currency  he  increased  in 
proportion  to  payments  wliich  it  has  to  uffect,  by  an  increased 
issue  from  the  mines  j  and  will  not  that  have  the  effect  of  raising 
the  money  prices  of  all  commodities  ?  '* 

**  I  cvonoeive  an  increase  or  abundance  of  silver  or  gold  wonld 
have  the  same  effect  npon  those  precious  metals,  as  a  glut  of  any 
other  commodity  upon  the  market " 

"  And,  in  the  sMne  matter,  may  not  that  Paper  Carrency  which 
oontinuea  to  preserve  its  credit  unimpeached,  and  which  com* 
mercia!  people  are  perfectly  willing  to  receive,  be  so  augmented 
m  quantity  as  to  raise  the  local  piiccs  of  commodities  ?'* 

**  I  do  not  conceive  that  that  piece  of  paper,  for  which  I  am 
obliged  to  give  a  valuable  article  of  merchandise,  can  be  increased 
l^eyoud  the  want  of  it  j  nobody  will  give  a  valuable  article  for  a 
[}\eco  of  paper  that  does  not  want  it  '* 

*'  Have  yon  ever  happened  to  pay  any  attention  to  the  histoiy 
of  the  Paper  Carrency  of  Scotland  l^etween  iiO  and  40  years  ago, 
or  to  that  of  Ireland  about  the  year  1804  ? " 

**  Some  years  ago  I  remember  reading  something  about  them, 
bat  the  recollection  is  rather  faint  upon  ray  mind  " 

"  Do  you  call  that  paper,  in  your  sense  of  the  word  forced,  a 
foroed  Paper  Carrency,  which  either  by  law  as  it  stands,  or  by  tbo 
force  of  public  opinion,  is  not  convertible  into  specie  at  the  option 
of  tlie  holder  ? " 

"  If  it  be  convertible  into  objects  of  my  gratification  without 
depreciation  I  do  not  consider  it  forced  " 

"  At  the  Mint  price  of  standard  gold  in  this  country  how  much 
gold  does  a  Bank  of  England  note  for  £1  represent  ?  " 

*•  Five  dwts.  three  grains  " 

At  the  present  Market  price  of  standard  gold,  of  £4  12«.  per 
oance,  how  much  gold  do  you  get  for  a  Bank  of  England  note 
fuMM?" 

•*  Four  dwts»  eight  grains  " 

•*  Do  you  consider  that  a  Bank  of  England  note  for  £1,  under 
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theae  present  circumstancea,  is  exchangeable  in  gold  for  what  it 
represents  in  that  met^l  ?'* 

**  I  do  not  conceive  gold  bo  be  a  fairer  standara  for  JtSank 
of  England  notes  than  indigo  or  broadcloth  " 
{Qmstion  repeated) 
**lf  it  represents  twenty  shilliuga  of  that  metal  at  the  coinage 
price,  it  is  not " 

•  •  ■  •  • 

*'Will  yon  state  to  the  Committee,  in  your  opinion,  to  what 
cause  is  referable  the  present  unfavourable  state  of  Exchange 
between  England  and  the  continent  ?  " 

"To  the  balance  of  payments  being  against  this  country" 

"Can  yon  give  cases  to  illustrate  the  fact  that  yoa  have 
MBigned  of  the  balance  of  payments  being  against  this  country?" 

"Large  British  armies  upon  the  continent;  slow  returns  for 
exports ;  quick  payments  for  imports ;  and  very  large  stocks  of 
itnfx»rted  goods  now  on  hand  in  the  country  '* 

"  Is  there  any  other  cause  to  which  you  attribute  the  present 
state  of  Exchange  ? " 

'*  I  know  of  none  other  that  can  affect  it,  excepting  that  of  a 
forced  depreciated  paper  " 

"Is  it  your  opinion  that  the  Currency  of  England  is  de- 
preciated ?  " 
"Certainly  not" 

50.  Upon  this,  Mr.  HuRkisson  remarks — "  In  these  answeni 
this  leading  doctrine  is  mai. fully  and  ingenionsly  asserted,  and 
maintained  ;  and  all  who  stand  Qp  for  the  undepreciated  value 
of  Bank  paper,  however  disguised  their  language,  must,  ultimately 
come  to  the  same  issue.'*  It  was,  in  fact,  as  the  same  writer  just 
befom  states^  that  these  persons  had  persuaded  themselves,  and 
endeavoured  to  pei-auade  others^  that  Bank  pai>cr  is  the  real  and 
fixed  measure  of  all  commodiiies,  and  that  gold  is  only  one  of  the 
articles,  of  which  in  common  with  others,  the  value  is  to  be 
a^ertained  by  a  reference  to  this  invariable  standard  and  uni* 
vernal  equivalent,  Bank  paper 

61.  U  is  certainly  amazing  to  think  how  pergoua  of  ordinary 
intelligence  could  seriously  mtike  such  auswAns  as  Mr.  Chambers 
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did,  and  that  these  views  pervaded  the  whole  of  the  mercantile 
evidence  odduoed,  the  reply  to  which  is  so  ob\iou3.  A  Bank 
Note  was  a  promise  to  pay  a  certain  specified  weight  of  goM  of 
standard  finenesa^  and  it  did  not  profess  to  represent  any  amount 
of  indigo  or  broadcloth  whatever.  A  £1  Bank  Note  profeased  to 
repreaent  b  dwts.  3  grns.  of  standard  g^old  and  nothing  else,  and 
if  it  was  only  really  equivalent  to  4  dwts.  8  grns.,  those  who 
maintain  that  it  was  not  depreciated  must  also  assert  that 
4  dwta.  8  gma  ia  the  same  thing  as  6  dwts,  3  gi'ns.  There  is  no 
esriifie  from  this  conclusion.  Those  who  maintained  that  a  £1 
Bank  Note,  ishich  was  a  promise  to  pay  5  dwts.  3  grns.  of  gold 
was  fltili  a  "pound"  when  it  was  only  worth  4  dwts.  8  grns., 
ooght  also  to  Imve  maintained  that  if  the  fifth  part  were  to  leak 
out  of  a  pint  bottle  of  wine,  it  was  still  a  **  pint  of  wine  **  because 
it  was  contained  in  a  pint  bottle.  In  euch  case  the  *'  promise  to 
pay*'  and  the  "pint  bottle"  were  only  the  outward  sign  of  what 
the  cottKHts  ought  to  be ;  in  either  ca^e,  it  was  the  quantity 
of  the  substance,  either  of  gold  or  wine,  they  actually  did  contain, 
that  was  their  true  value 


62.  Those  who  mnintnined  that  the  Bank  Note  was  not 
depreciated  should  also  have  maintained  that  the  worn,  the 
cUpped,  and  degraded  coin  of  William  III.  was  not  depreciated, 
when  6«.  Zd,  and  7s,  only  contained  as  much  silver  as  5*.  2d, 
ought  to  have  done  hy  law  ;  so  that  5^.  2d,  was  only  equal  in. 
reality  to  U.  Id.  of  the  legal  standard  Currency 

It  must  be  admitted,  however,  that  there  was  one 
tment  to  show  that  there  was  no  difference  in  transactions 
tween  fi>pecie  and  paper,  for  specie  had  totally  disappeared  from 
ciroulatiou;  it  bad  no  enstence.  The  Bank  paper  and  tokens 
were  the  sole  circulating  medium  of  the  country.  When  people 
found  that  they  could  get  no  more  for  their  good  golden  guineas 
than  for  the  depreciuted  Bank  paper,  they  hoarded  them ;  they 
either  retained  them  locked  up,  or  melted  them  down  for  ex- 
portation, the  temptation  to  perjury  being  exactly  12*.  per  onnu?. 
Tlie  explanation  of  these  phenomena  is  very  simple.  When  Bank 
Notes  were  declared  inconvertible,  they  took  rank  as  a  new 
%oUU^ntiv6  Currency  (being  merely  representative  before),  exactly 
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like  Bilver.  Now,  the  relative  value  of  gold  and  silver  porelj 
depeTidod  upon  their  relative  quantities,  and  when  their  relative 
values  were  fixed  bj  law,  if  the  legal  value  did  not  correspond  t<i 
the  maj'ket  value,  we  have  seen  over  and  over  again  that  the 
metal  which  was  undervalued  vttm  driven  out  of  circulation. 
So,  also,  when  heavy  and  light  coins  circulated  together,  the 
heavy  coins  were  driven  out  of  circulation  because  the  heavy 
coins  were  undervalued,  and  nobody  would  give  6  ounces  of 
silver  for  what  they  might  buy  with  5  ounces.  It  was  exactly 
the  same  with  Bank  Notea,  They  could  only  preserve  their 
relative  value  with  gold  by  preserving  certain  relative  proportions 
in  their  quantity ;  as  soon  as  this  quantity  was  exceeded  their 
relative  value  fell,  and  as  their  relative  value  to  guineas  was  fixed 
by  law,  a  change  in  their  market  value  was  followed  by  exactly 
the  same  consequences  as  a  difference  between  the  market  and 
legal  vahie  of  gold  and  silver.  The  guineas  which  were  under- 
valued were  driven  out  of  circulation,  as  always  has  been  done 
under  siniilar  circumstances,  and  as  always  will  be  done  to  the 
end  of  time*  Nobody  '..ould  give  5  dwts.  S  grns.  of  gold  for 
what  tliey  could  get  fci  4  dwts.  8  grns.  Thus  this  iniquitous 
and  ignorant  law  to  force  down  the  value  of  guineas,  brought  its 
own  ponishmeut  with  it:  it  destroyed  their  existence  as  a  cir- 
culating medium;  but  then  it  became  literally  true  that  there 
was  no  difference  between  specie  and  paper  j  the  power  of  making 
an  invidiouB  distinction  between  notes  and  gold  was  effectually 
curt'd, — KoMwlinein  faciuttt^  jHicem  appellant;  wlien  the  in- 
habitants were  mafisacred,  \Jb!&  Bussiaus  proclaimed — Tordre  repw 
d  Varfovie^^ 

54.  With  respect  to  the  second  issue  joined  between  these 
parties,  the  principal  places  wTtli  which  London  had  established 
Exchanges  were  AmsU^ixlam,  Hamburg,  and  Paris,  in  all  of  which 
the  Currency  was  uietallic.  The  Committee  examined  witnesses, 
who  pn»vcd  that  the  whole  exi>euges  of  freight,  inBorancc,  war 
risk,  and  every  4)ther  chargi-,  varied  from  about  4  to  5}  per  cent., 
but  boyuud  these  there  was  a  depression  of  12  to  14  percent^ 
totally  unaccountable  for  by  any  of  these  causes.  If  it  were  true 
that  this  diffemnoe  arose  tram  a  demand  for  gold  on  the  con* 
tinrnt,  it  is  quite  evident  ilmt  gi»ld  «liould  equally  have  risen  in 
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the  continental  nmrketa ;  but  those  who  alleged  this  cnnse  should 
httv«  been  prepared  with  a  proof  of  their  assertions,  which, 
however,  the/  were  totally  unable  to  produce.  On  the  contrary, 
it  was  proved  that  there  was  no  alteration  in  the  Mint  price 
of  gold  in  foreign  placea,  and  that  the  Miirket  price  had  ex- 
perienced no  rise  at  all  in  proportion  to  the  rise  in  England 

66.  While  the  English  merchants  so  strennonsly  maintained 
that  the  Rate  of  Exchange  was  entirely  due  to  the  balance  of 
payments  being  against  England,  and  that  the  Bunk  paper  wa» 
not  depreciated,  it  may  be  as  well  to  compare  the  opinions  of  a 
foreign  merchant,  who  looked  at  the  same  circuniHtances  from  a 
different  point  of  view.  After  stating  the  difficulty  of  ascer- 
taining the  exact  par  of  Exchange  between  London  and  Hambm'g, 
from  the  fact  of  one  Cnirency  being  silver  and  the  other  gold, 
be  oonsidered  that  the  Rute  of  Exchange  might  be  considered  as 
16  per  cent,  againi^t  En^Hand 

**  Ha9  not  a  large  quantity  of  circulating  specie  a  powerful 
tendoDcy  to  steady  the  course  of  Exchange  ?  " 

"*  Yes,  certainly,  when  its  importation  and  exportation  is  not 
prohibited,  and  as  forming  the  only  basis  that  regulated  the  par 
of  Exchange** 

"Is  not,  then,  any  country  whose  chief  circulation  is  in 
paper,  likely  to  experience  great  fluctuations  in  the  course  of 
Exchange  with  other  nations  ?  " 

"  When  that  paper  is  not  convertible  into  c^h,  it  only  repre- 
sents, in  my  opinion,  an  ideal  and  not  a  real  value,  subject  to 
public  opinion,  and,  consequently,  liable  to  the  very  great 
fluctuations  which  public  opinions  are  subject  to  " 

**l9  there  not  an  agio  (or  premium)  at  Hamburg,  for  banco 
above  the  current  money  ?  ** 

"  Not  according  to  my  ideas ;  but,  on  the  contrary  ;  it  is  th$ 
different  current  coins  ihil  hear  an  inferior  value  to  the  Bank 
money,  and  which  vary  daily,  every  thing  there  being  valued 
according  to  Bank  money,  or  a  certain  weight  of  fine  silver" 

"  Wiiat  is  the  extent  to  which  yon  conceive  that  the  Exchange 
is  capable  of  falling  in  any  country  in  Europe  at  the  present 
Umef  soppoeing  it  to  be  computed  in  coin  of  a  detiuito  vaiue»  or 
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in  Bomething  convertible  into  a  deiioite  quantity  of  gold  or  BOrer 
Ixillion?" 

**^  The  charge  of  transporting  it,  together  with  an  adeqnate 
profit  in  proportion  to  the  risk  the  traosmitting  each  specie  is 
liable  to,  would  be  the  exteot  of  the  fl actuation  " 

The  witness  stated  that  the  whole  of  these  causes  pnt  together 
Hjiglit  amoant  to  5^  or  6  per  cent. 

"'  Do  jou  then  conceive  that  such  a  fall  of  our  Exchange  as 
has  exceeded  the  snm  neoessarj  to  compensate  for  the  expense 
of  tmnsporting  gold  or  eilrer,  in  the  last  15  months,  must  be 
referred  to  the  circumstance  of  the  existence  of  a  Paper  Currency 
not  convertible  into  specie  ?  " 

« Yes,  certainly" 

*'  Do  yon  conceive,  then,  that  out  of  the  15  or  20  percent, 
which  the  English  Exchange  has  fallen  in  the  last  15  months,  the 
lurgfj  portion  of  from  10  to  12,  or  13  per  cent,  may  be  referable 
to  the  circumstance  of  our  Paper  Currency  not  being  convertible 
to  cash  ?  " 

**  I  nm  clearly  of  that  opinion  " 

"  Do  you  then  consider  our  paper  as  depreciated  10  to  13  pet 
cent  in  consequence  of  its  non-convertibility  into  cash  ?  " 

'*As  I  value  everything  by  bullion,  I  conceive  the  Paper 
Oiirrrricy  of  tliis  country  to  be  depreciated  to  the  full  eitunt 
of  the  Ifi  or  20  per  cent,  or  rather  the  difference  in  this  country 
between  the  price  of  bullion  and  the  rate  by  which  the  coin  is 
iisucd  froui  tli«  Mint'* 

*•  Do  you  conceive  the  balance  of  trade  with  the  continent 
of  Euroix^  to  Ik*  now  for  or  ngiiiuat  this  country  ?  '* 

•<  I  oouceive  it  to  be  considerably  in  favour  of  this  country^ 
though  not  to  the  extent  as  generally  stated  in  figures ;  those 
figartm  representing,  in  my  mind,  only  abont  30  per  cent  of  their 
tuimlntl  value  " 

50«  With  rut^poct  tu  the  third  insue  l»Ptween  the  parties, 
notliinf;  can  lie  cleanT  than  that  a  diminution  in  the  quantity 
i»r  pujM^r  in  <  t  must  have  enhanced  its  value  relatively 

1m  uII  ul.hnr  )  iioH,   including  (^otd  ;   and  as  the  Market 

I  if  nM  wiui  determined  solely  witli  referonoe  to  the  price 
^•aMl  for  it  in  Ikiiik  paper,  and  not  in  gnlDeas,  it  is  evident  that 
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a  podnction  of  the  qaantity  of  paper  must  hnve  reduced  the  price 
of  gold  when  expre^aed  in  pap4?r,  and  broutjUt  the  real  value 
of  the  note  neai-er  to  its  nominal  value ;  und  by  thus  raising  the 
valne  of  the  whole  Corrency,  it  moat  neeesmirily  have  raised  the 
Foreign  Exchanges  to  par,  if  the  diminution  was  carried  to  a 
sufficient  extent,  and  so  would  have  brought  gold  back  again  into 
circalation 


57.  The  foortb  issue  between  these  parties  contains  a 
perfectly  new  theory  of  the  Paper  Currency,  which  had  pre- 
viously been  announced  by  the  directors  of  the  Bank  of  Ireland, 
As  this  may  be  considered  aa  one  of  the  most  famous  theories 
of  Currency,  we  think  it  will  be  advantageoua  to  defer  the 
disciission  of  it  till  the  chapter  in  which  we  shall  consider  sevural 
theuries  of  the  subject  together.  It  is  sufficient  to  say  here  that 
the  Bullion  Report  especially  condemns  it 

68,  The  above  may  be  considered  as  the  chief  pointe 
agitated  before  the  Committee,  which  are  material  lo  our  sub- 
jw;t.  We  may  now  give  a  short  abstract  of  the  arguments  and 
recommendations  of  the  Report.  It  begins  by  stating  the  existing 
diflferenoe  between  the  Market  and  the  Mint  price  of  gold.  The 
former  being  about  £i  10^.,  being  15^  per  cent,  above  the  latter. 
Tiie  same  difference  prevailed  in  the  price  of  silver.  Tlie  Foreign 
Exchanges  had  also  begun  to  be  extremely  unfavourable  to 
England  in  1808,  and  had  become  more  so  during  1809 :  at  that 
time  the  Exchange  with  Hamburg  was  9  per  cent,  below  par ; 
with  Amsterdam  7  percent,  below  par;  and  with  Paris  14  per 
cent,  below  par.  So  extraordinary  a  rise  in  the  Market  price 
of  gold  above  the  Mint  price,  coupled  with  the  extraordinary 
depression  of  the  Foreign  Exchanges,  had  early  coovinced  the 
Committee  that  the  cause  of  them  w^as  to  be  found  in  the  state 
of  our  domestic  Currency.  But  upon  both  those  points  they  had 
been  anxious  to  collect  the  opinions  of  merchants 

59,  Most  of  the  witnesses  attributed  the  high  price  of  gold 
entirely  to  an  alleged  scarcity,  arising  from  the  minsual  con- 
tinental demand  for  it,  but  it  was  proved  that  at  Hamburg 
duhqg  the  preceding  year  when  the  price  rose  so  high  in  this 
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country,  the  fluctuations  had  never  exceeded  3  or  4  j»er  cent 
At  Hamburg  the  price  of  gold  was  expressed  in  silver  like  any 
other  commodity,  and  the  Comraittee  considered  the  change  in 
the  Market  and  Mint  price  of  gold  at  Hamburg  and  Amsterdam 
ill  the  last  few  years,  to  shew  that  a  change  had  taken  place  in 
the  relative  value  of  the  two  metals  all  over  the  world*  Silver 
having  fallen  in  its  rulatire  value  to  gold  all  over  the  world,  gold 
has  appeared  to  rise  in  price  in  those  markets  where  silver  is  the 
legal  measure,  and  silver  to  fall  in  those  markets  whei'e  gold  is 
the  legal  measure 

60.  With  respect  to  the  demand  on  the  continent  causing 
the  rise  in  the  Market  price,  the  same  effect  ought  to  have  been 
observed  in  former  wars  if  that  had  been  the  case.  But  it  had 
not  been  bo  during  the  seven  years'  war,  and  in  the  American 
war  there  had  been  no  want  of  bullion  in  the  country.  The  two 
most  remarkable  times  when  the  ^farket  price  had  exceeded  the 
Mint  price,  were  in  King  William's  reign,  when  the  silver  coin 
was  very  much  below  the  standard,  and  in  the  beginning  of 
George  III.'s  reign,  when  the  gold  coin  was  in  a  very  degraded 
state.  In  both  cases  the  reformatiun  of  the  coinage  had 
effectually  lowered  the  Market  to  the  Mint  price,  and  sinoe  1773, 
when  the  gold  coinage  was  reformed,  till  171*7,  the  Market  price 
had  never  materially  risen  above  the  Mint  price;  even  in  179C 
and  1797,  when  there  was  such  a  scarcity  of  gold,  on  account 
of  the  demand  of  country  bankers  to  meet  the  ran  upon  them. 
The  Committee,  moreover,  totally  disbelieved  the  fact  of  the 
alleged  scarcity  of  gold,  and  witnesses  had  proved  that  there 
was  no  dillicnlty  at  all  iu  getting  any  quantity  of  it,  by  those  who 
chose  to  pay  the  price  of  it,  and  that  the  changes  which  had 
lately  taken  place  in  commercial  matters,  had  caused  immense 
quantities  both  of  gold  and  silver  to  be  imported  into  this 
country.  There  was,  therefore,  not  only  no  evidence  of  the 
alleged  scarcity,  but,  on  the  cou I nuy,  the  evidence  proved  the 
opposite  fact 

61.  But  even,  bad  there  been  a  scarcity,  the  idea  that  the 
Market  price  could  rise  above  the  Mint  price,  arose  from  a  mis- 
conoeptioD.    That  gold  was  in  this  country  the  measure  of  all 


ANALYSIS   OF   THE   BULLION    REPORT 


41 


exchangeable  value  Ijoth  by  cnstom  and  law.  That  coraraodifcies 
were  said  to  Ik;  dear  or  cheap,  according  as  they  exchanged  for 
more  or  less  gold  ;  but  thai  a  given  quauiitfj  of  gold  could  never 
fsfhange  for  a  grmier  or  hss  quaniihj  of  gold  of  ihs  mme 
itLind4tTd  fineness^  except  by  a  very  small  quantity »  which  was 
the  measure  of  the  convenience  of  having  it  in  coin  mtlier  than 
in  ballioa,  or  the  reverse.  An  oanoe  of  standard  gold,  then, 
could  never  fetch  mortj  in  the  market  than  £3  lis,  IQ^d.,  unless 
£3  17*.  lO^rf.  wi  aur  Currency  rnntained  less  than  an  ouncs 
of  gold.  That  if  gold  became  excfcilirigly  scarce  it  would  become 
more  valnuble,  compared  to  other  commoditiea,  whoso  prices 
would  consequently  fall,  while  the  money  price  of  gold  must 
necesearily  remain  unalter^'d,  but  that  was  not  the  case  at  present, 
the  prices  of  all  commodities  had  riseUf  and  the  price  of  gold 
Iwui  also  risen,  which  facts  could  only  be  accounted  for  by  the 
9tat€  of  the  Currency 

62.  The  linpurt,  then,  explains  the  circumstances  which 
ight  cause  a  difTerence  between  the  Market  and  the  Mint  price 

of  gold,  the  deterioration  of  the  coinage,  the  delay  in  having 
bullion  coined,  the  obstruction  to  exportation, — these  two  latter 
iiuifies  amounted  to  about  5j  per  cent.  None  of  these  causes 
exifited  at  Hanibnrg  with  respect  to  silver.  The  Currency  was  a 
it^olar  fixed  weight  of  silver,  of  standard  fineness^  and  no 
obelTQctiou  was  offered  to  the  utmost  freedom  of  exportation. 
And  in  England,  the  variation  had  never  exceeded  5^  per  cent., 
while  the  Bank  paid  in  gold,  and  the  coin  was  of  full  weight 

63.  Since  the  sospension  of  cash  p.nymcnts,  however,  gold, 
in  a  manner,  had  ceased  to  be  the  measure  of  value,  nor  was  there 
any  other  standard  of  prices  than  that  circulating  medium,  issued 
partly  by  the  Bank  of  England,  and  secondly,  by  the  country 
batikB^  the  variations  in  value  of  which  were  only  profwrtionate 
to  their  quantity.  That  it  was  highly  desirable  that  the  value 
of  this  circulating  medinm  should  be  brought  to  a  conlbrmity 
with  its  real  and  legal  standard,  gold  bullion 


64,     If  the  gold  coin  of  the  country  were  to  become  much 
sued  in  weight,  or  debowd  in  the  standard,  the  Market  pria' 
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would  evidently  rise  in  like  proportion  above  the  Mint  price; 
for  the  Mint  price  is  the  Bum  in  coin,  which  ig  equivalent  in 
value  to  a  given  quantity,  say  an  oonce,  of  the  metal  in  buliion, 
and  if  the  intrinsic  value  of  that  mm  in  coin  be  lessened,  it  is 
equivalent  to  a  less  quantity  of  bullion  than  before.  The  same 
effects  would  follow,  if  a  Paper  Currency,  uo  longer  convertible 
into  gold,  were  issued  in  excess.  For  that  exeesfi,  not  being 
exportable  to  other  countries,  or  convertible  into  specie,  remains 
in  the  clmnnel  of  circulation,  and  is  gradually  absorbed  by  the 
increasing  prices  of  all  commodities,  which  wUl  rise  exactly  in 
the  same  manner  as  they  rose  when  the  great  increase  of  the 
precious  metala  took  place.  Consequently  the  prices  of  all 
commodities,  bullion  included,  must  rise,  and,  if  this  fall  in  the 
value  of  the  Currency  of  one  country  takes  place  without  a 
corresponding  fall  in  the  value  of  neighbouring  countries,  their 
Currencies  will  no  longer  retain  the  same  relative  value,  and, 
conJBcquently,  the  Exchanges  wUl  fall  to  the  disadvantage  of 
that  particular  country.  Such  mnat  be  the  effects  in  any 
country  of  an  excessive  quantity  of  Currency  which  is  not 
exportable,  and  which  is  not  convertible  into  coin  which  is 
exportable 

65.  The  difference  of  Exchange  k'twecii  any  two  places, 
arising  from  the  state  of  trade,  and  paymeuta  between  them^ 
could  never  permanently  exceed  the  expense  of  conveying  and 
iufeuring  the  precious  metala  from  one  to  the  other.  The  position 
W'lis  BO  plainly  true,  and  agreed  upou  !)y  all  practical  autiiorities, 
both  commercial  and  political,  as  to  be  j>erfectly  indisputable. 
That  in  time  of  war  the  risk  would,  of  course,  be  increased;  but, 
taking  into  consideration  all  these  circumstances,  the  entire 
expenses  of  sending  bullion  to  Holland  did  not  exceed  7  per  cent., 
and  to  Paris  a  little  more ;  these  causes  might,  thcrefora  depress 
the  Exchange  to  that  extent,  but  no  lower.  But  the  depression 
had  lately  amounted  to  nearly  20  per  cent. ;  consequently,  after 
exhausting  all  these  cmuses  of  depression,  there  remained  a  large 
residual  depression  to  be  accounted  for;  and  that  residual 
depression  could  only  be  accounted  for  and  was 
owing  to  the  depreciated  state  of  the  domestic 
Currency 
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68.  The  great  general  resalt,  then,  of  all  theae  foregoing 
principles  and  facts  was,  that  in  the  bhon  artificial  state  of  the 
Currency,  it  was  a  point  of  the  greatest  importance  to  watch  the 
Foreign  Eichangeu  and  the  Market  price  of  gold  bullion,  and  the 
Committee  were  anxiouB  to  know  if  the  Directors  of  the  Bank 
of  England  regarded  the  matter  in  the  same  light,  and  whether 
the  great  disturbance  in  the  price  of  gold  and  the  Foreign 
Exchanges,  daring  the  last  year,  had  made  thorn  suspect  that 
the  Correncgr  was  eioeasive.  The  directors,  however,  totally  re- 
pudiated those  notions  and  idea?;  they  maintained  that  their 
issnes  and  the  Foreign  Exchanges  and  price  of  gold  had  no 
connection  whatever  with  each  other,  and  thiit,  in  making  their 
issneei  they  never  paid  the  slightest  regard  to  either  one  or  the 
other,  and  that  no  modification  of  tlieir  Papei  Currency  would 
influence  eithei  the  price  of  gold  or  the  Foreign  Exchanges 

87.  The  report  then  proceeds  to  disprove  the  opinions  of 
the  Bank  by  historical  references.  They  quoted  the  cases  of  the 
derangement  of  the  Scotch  currency  in  ]  763,  of  the  Irish  currency 
in  1804,  both  of  which  are  fully  detailed  in  this  work ;  they  then 
qnoted  the  case  of  the  Bank  of  England  in  169G-97,  which  has 
been  described  with  much  minoteness  in  the  preceding  chapter, 
where  the  extract  from  this  Eeprt  has  already  been  quoted  and 
commented  upon.  But,  though  we  have  been  obliged  to  point 
out  the  grievous  chronological  errors  witk  which  it  abounds,  it  is 
n.'markable  that  the  correction  of  these  errors  does  not  in  any 
way  weaken  or  contradict  the  arguments  of  the  Bullion  Report; 
on  the  contrary,  the  true  state  of  the  case  materially  strengthens 
and  adds  force  to  all  the  principles  of  the  Report 

88.  In  former  times,  a  high  price  of  bullion,  and  an  adverBe 
state  of  the  Exchanges,  had  oompelk-d  the  Directors  of  the  Bank 
to  reduce  their  issues,  to  counteract  the  drain  of  guineas,  and 
preserve  their  own  safety.  They,  perhaps,  did  not  understand 
the  principles  of  the  case  better  than  the  Directors  of  the  then 
time*  but  they  felt  the  practical  inconvenience,  and  were  obliged 
instinctively  to  obey  its  impulse,  which  circumstance  imposed  a 
pmctical  limit  upon  their  issues.  But,  since  the  restriction,  they 
did  not  feel  the  iuoonvenience, and  that  check  had  been  removed; 
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vertlieless,  it  was  the  clear  aii«l  decided  opinion  of  the 
mitbec,  tbat  tbe  Bank  onglit  to  continue  to  regulate  their  isBiies 
by  the  Market  price  of  bullion  and  tbe  Foreign  Exchanges,  in  the 
BauK*  maimer  as  they  had  been  obliged  to  do  before  the  suspen- 
sion, and  that  the  high  price  of  gold  bullion,  and  the  depression 
of  the  Foreign  Exchanges  beyond  the  limits  before  descrilx^d,  were 
1     to  be  ascribed  to  the  neglect  of  the  due  limitation  of  the  Paper 

r  69,     Since  the  checks  above  described  had  been  removed,  the 

'  Oommitteo  wore  anxious  to  know  upon  what  pnnciples  the 
Directors  had  regulated  their  issues.  The  Directors  and  eotne 
of  the  niorchaiits  shewed  a  great  anxiety  to  state  a  doctrine, 
of  whone  trutli  they  were  thoroughly  convinced,  that  there  conld 
bo  no  possible  excess  in  the  issue  of  Bank  of  England  paper,  80 
iorig  HH  t!ie  advances  in  which  it  is  issued  consist  of  the  discount 
of  mercantile  bills  of  undoubted  solidity,  arising  out  of  real  com- 
morcial  tmnsactions,  and  payable  at  short  and  lixed  periods. 
*V\wm  were  the  principles  which  then  governed  the  Bank,  and 
what  tbt7  said  indicated  tbe  only  true  limit  that  need  be  imposed 
on  their  insues.  Nevertheless,  tbe  Report  says  such  a  doctrine  ia 
wholly  eiToucous  in  principle,  and  pregnant  with  dangerous  con- 
iM)quen(x^8.  The  Report  then  proceeds  to  shew  the  fallacy  of  this 
Ihttoryof  Paper  Currency,  which,  as  we  have  already  observed, 
Wii  hIiiiII  reserve  fur  future  consideration^  along  with  several  other 
L)ioorl<>  nfHui  tlie  subject 

70.  TIh»  litnitation  of  the  rate  of  interest  by  law  to  5  per 
rnnt,  (irodm^d  injurious  ctTeots,  by  fanning  a  spirit  of  spccu- 
Itiiidti,  and  inakiug  more  ext^'U^ivc  demands  for  discounts. 
tNiii«K  ipn^ntly,  the  Drreotors  themselves  had  been  obliged  fre- 
i|iji(n(ly  to  limit  their  advances,  and  did  not  act  np  to  their  own 
jirliM  IplcM,  which  thoy  considered  sound  and  safe,  and^  conae* 
i|Uoritty»  they  hiid  no  distinct  or  certain  rale  to  guide  them 

7L    Tho  suspension  of  cash  payments  had  thrown  into  the 

ihxU  of  the  Directors  of  the  Bank  tbe  important  charge  of 

|iptyln^  thd  circulating  nuHliiim  of  the  country  at  their  sole 

»tfon,     lliat  tbo  tnoit  complete  knowledge  of  the  state 
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of  trade,  combined  with  the  most  profound  Bcience  in  all  the 
principles  of  Money  and  Currency,  could  Bot  enable  any  set 
of  men  always  to  adjust  the  circulating  medium  properly  to  the 
trade  of  the  country.  That  the  precious  metals  were  the  only 
natural  adjusters  of  these  things,  which  could  not  be  replaced  by 
any  humau  wisdom  or  skill.  That  the  Directors  of  the  Bank 
bad  exercised  the  new  and  extraordinary  di&cretionary  powers 
entrusted  to  them,  with  great  integrity  and  regard  to  the  pnbHc 
interests,  according  to  their  conception  of  it,  and  with  more 
forbearance  than  might  have  been  expected ;  but,  unfortunately, 
the  principles  upon  which  they  acted,  were  fundamentally  erro- 
neous, and  they  had  been  in  a  great  measure  the  cause  of  the 
continuance  of  the  great  disturbance  in  the  monetary  system 

72.  The  Report  then  gave  some  statistics  regarding  the 
quantity  of  notes  in  circulation  at  different  periods  since  the 
restriction.  However,  they  said  that  the  actual  numerical 
amount  of  notes  in  circnlntion  at  any  given  time  was  no  cri- 
terion whatever,  as  to  whether  it  was  excessive  or  not.  DifTereut 
states  of  trade,  and  diflferent  extents  of  commercial  operations, 
would  require  diflferent  amounts  of  notes.  When  public  credit 
wan  good,  a  smaller  amount  would  be  required  than  when  public 
alarm  was  felt,  and  people  had  recourse  to  hoarding.  Moreover, 
the  different  methods  of  doing  business,  and  economising  the  use 
of  the  Currency,  much  influenced  the  amount  which  might  be 
proper  and  necessary  at  any  period.  The  improved  methods 
of  business,  the  policy  of  the  Bank,  the  increased  issues  ot 
country  bankers,  had  all  tended  to  diminish  the  quantity  of 
Bank  Notes  necessarj  for  commerce.  Consequently,  the  nu- 
m«!rical  amount  alone  was  no  criterion  whatever;  a  surer  test 
must  be  applied,  and  that  sure  criterion  was  only  to  be  found  in 
the  state  of  the  Exchanges,  and  the  price  of  Gold  Bullion 

73.  The  experience  ••(  the  crisis  of  1793  had  proved  that 
an  enlarged  accommodation  was  the  true  remedy  for  the  failure 
of  confidence  in  country  districts,  such  as  tlie  system  of  Paper 
Credit  was  occasionally  exposed  to.  That  it  was  true  that  the 
Bank  had  refused  the  enlarged  accommodation  in  1793.  But  the 
i»ue  of  Exchequer  Bills  was  exactly  the  same  in  principle,  and 
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the  good  effects  that  followed  that  issae  proved  the  truth  of  the 
principle,  tliat  if  the  Bank  had  had  the  courage  to  extend  ita 
accommodation  in  17i)7,  instead  of  contracting  it  as  they  did,  tho 
catastrophe  which  followed  might  probably  have  been  avoided. 
Some  persons  thought  bo  at  that  time,  and  many  of  the  Directors, 
since  the  experience  of  1797,  were  now  quite  satisfied  that  the 
course  adopted  by  the  Bank  in  that  year  increased  the  pablio 
distress,  in  which  opinioa  the  Committee  f  uDy  concurred 

74,  A  very  important  distinction,  however,  was  to  be  ob- 
served between  a  demand  for  gold  for  domestic  purposes, 
Bomotiraea  great  and  sudden,  and  caused  by  a  tempumry  failure 
of  confidence,  and  a  drain  nrising  from  the  unfavourable  stato 
of  the  Foreign  Exchanges,  Uuit  ajudmous  increase  of  accommo- 
daiion  was  the  proper  renmttj  for  the  former  pfunomenon,  but  a 
diminution  of  its  issMs  the  correct  course  to  adopt  in  i/ie  latter 

76»  That  the  present  issues  were  excessive,  but  that  it  waa 
essential  to  the  commercial  interests  of  the  country,  and  to  the 
general  fulfilment  of  mercantile  engagementa  contracted  during 
the  too  free  issue  of  paper,  that  the  reduction  should  he  made 
gradually  and  with  great  caution  and  diseretion,  Tliey  then  give 
flome  details  of  the  great  increase  of  country  Bank  Notes,  and  the 
facilities  of  abuse  and  exeessiTe  issues  afforded  by  the  then  state 
of  the  Law  re-sj:>ecting  them 

76.  Upon  all  those  facts  and  reasonings,  then,  the  geneml 
conclusions  arrived  at  were :  That  at  that  time  there  was  an 
excessive  Paper  Currency,  of  which  the  most  unequivocal  symptom 
was  the  very  high  price  of  gold  bullion,  and  next  to  that  the  very 
depressed  state  of  the  Foreign  Exchanges.  That  the  excess  waa 
to  be  attributed  to  the  removal  of  all  control  on  the  issues  of  the 
Bank  of  England  by  the  suspension  of  cash  payments.  It  waa 
greatly  to  be  regretted,  therefore,  that  this  Act,  which  at  best  was 
only  intended  to  be  temporary,  has  been  continued  as  a  permanent 
war  measure.  The  enormous  evils  and  injury  to  all  classes  of  the 
community  by  the  great  derangtMnent  of  the  m«?tvsure  of  value, 
were  too  notorious  to  be  necessary  to  describe,  and  there  was  every 
prospect  of  their  continuing  and  increasing :  that  the  integrity 
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and  hononrof  Parliament  imperatively  required  that  an  end  should 
be  pat  to  this  stute  of  things  at  the  earliest  pracbicuble  moment 

77.  That  the  continuance  of  this  state  of  matters  held  oiifc 
8  temptation  to  Parliament,  to  have  recourse  to  a  depreciation  of 
the  gold  coin,  by  an  alteration  of  the  standard,  which  had  been 
done  by  many  Governments   under  similar  circumstances,  and 

rhich  migjht  be  the  easiest  remedy  to  the  evil.     But  it  would  be 
great  breach  of  public  faith  and  of  the  primary  duty  of  Govern- 
ment* to  prefer  the  redaction  of  the  coin  down  to  the  paper,  rather 
than  the  restoration  of  the  paper  to  the  legal  standard  of  the  coin 

78.  Some  proposals  had  been  made  of  remedying  the  evil, 
by  a  compulsory  limitiit  iau  of  the  amnuut  of  the  Bank's  advances 
or  discounts,  or  of  its  profits  or  dividends,  All  these,  however, 
yrend  futile,  because  the  neotsaary  proiKjrtions  never  could  be  fixed, 

id  even  if  it  were ,  so,  might  very  much  aggravate  the  incon- 
Teoieaces  of  a  temporary  pressure,  and  even  if  their  efficacy  could 
be  made  to  apf)ear,  they  would  be  most  hurtful  and  improper 
interferences  witli  the  rights  of  commercial  property 

79.  Tlie  only  true  and  proper  remedy  for  all  these  evils  was 
therefore,  a  resumption  of  cash  payments.  That, 
however,  was  an  operation  of  the  greatest  delicacy,  atid  it  must 
be  left  entirely  to  the  discretion  and  prudtuce  of  the  Bank  to 
carry  it  into  effect.  Parliament  should  merely  fix  the  time,  and 
leave  it  to  them  to  carry  out  the  details.  Under  all  the  circum- 
Btanoes,  a  period  of  two  years  teemed  to  be  not  longer  than 
neceseary*  and  at  the  same  time  sfifficient  to  enable  them  to 
pn^pare  for  it.  The  CJommittee  finally  concluded  by  recom- 
mending an  Act  to  be  passed  to  com})el  the  resumption  of  cash 
payments  in  two  years  from  that  time 

80.  Such,  we  trust,  is  a  fair  analvfiis  of  this  famous  Report, 
wliich  has  acquired  a  celebrity  probably  exceeding  any  report 
that  has  ever  been  presented  to  Parliament.  It  contains  the 
etcnml  and  immntable  principles  which  must  regulate  every 
Paper  Currency  which  makes  any  attempt  to  conform  to  the 
value  of  the  gold  it  represents,  and  if  any  legislation  on  Paper 
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Cnirency  be  considered  necessary,  it  mast  eodeavonr  to  enforce 
the  practical  application  of  the  principles  of  this  Re{M)rt,  aud 
just  in  90  far  as  it  deviates  from  or  contraTcnes  them,  bo  it 
will  be  fonnd  to  thwart  and  contravene  the  eternal  principles  of 
Economics.  All  legislation,  then,  on  the  CuiTency  should  have  as 
its  object  merely  to  [)rovide  the  best  machinery  for  ensuring^  the 
practical  application  of  these  principles.  The  general  principles 
kid  down  in  this  Report  are  as  complete  a  matter  of  demonstra- 
tion as  any  in  Euclid ;  the  method  of  treating  the  subject  is  ba 
scientific  as  any  of  the  great  discoveries  in  natural  philosophy^ 
which  have  excited  the  admiration  of  the  world,  nor  could  it 
fail  to  carry  conviction  to  any  one  of  ordinary  intelligence  who 
was  capable  of  understanding  the  force  of  the  argn meats.  Ko 
sooner,  however,  was  it  published,  than  it  was  assailed  by  a  whole 
multitude  of  pamphleteers,  whose  obscure  memory  it  is  not  worlh 
while  to  revive  now.  The  interests  affected  by  the  Report  weit? 
too  deep  and  extensive  for  it  not  to  be  attacked  by  every  speciiis 
of  ridicule  and  acrimonioas  controversy.  We  must  now  advert  to 
its  reception  aud  treatment  in  the  House  of  Commons 

81.  The  Rei>ort  was  presented  by  Mr.  Horner  on  the 
fth  June,  1810,  but  was  not  formally  taken  into  consideration 
till  the  6th  May,  1^11.  It  was  the  joint  composition  of  Mr. 
Horner,  Mr.  Hiiskisson,  and  Mr,  Henry  Thornton.  The  debate 
was  ofwned  by  Mr.  Horner,  who  addressed  the  house  for  upwards 
of  three  hours  in  a  speech  which  obtained  the  admiration  of  ail 
who  heard  it.  It  is  unnecessary  to  go  over  that  speech  here, 
because  its  line  of  argument  has  already  been  anticipated.  He 
ended  by  moving  a  series  of  sixteen  resolutions.  The  first  seveu 
related  to  the  legal  standard  of  value  in  this  countiy,  with 
reference  to  which  all  contracts  were  made  in  this  country* 
8.  That  the  promissory  notes  of  the  Bank  were  stipulations  to 
pay  on  demand  the  number  of  pounds  sterling  spcciiied  upon 
tbi'm.  9.  That  when  Parliament  passed  the  Rciitriction  Act  it 
bad  no  intention  that  the  value  of  these  notes  should  be  altered 
10,  That,  nevertheless,  they  had  for  a  considerable  time  been 
btlow  their  legal  value,  (11)  which  icas  caused  by  the  excessive 
is«u€e  of  thcrn,  both  bv  the  Bunk  of  England  and  the  cx>untry 
bftiiks.    12, 18.  That  the  extraordinary  depreasion  of  the  ForeigB 
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ExdiangBS  was  in  great  part  owing  to  the  depreciation  of  tbe 
CorrencT  of  this  coantry,  relatively  to  that  of  other  countries* 
14.  That  doling  the  suspension,  the  Directors  of  the  Bank  ought 
to  regulate  their  issues  bj  the  price  of  bullion  and  the  Foreign 
Excbangefl.  15.  That  the  only  method  of  preserving  the  Paper 
Currency  at  its  proper  value  was  to  make  it  payable  on  demand 
in  the  legal  coin  of  the  reahn.  16.  That  cash  payments  ought  to 
be  HBsamed  at  the  period  of  two  years  ^om  that  time 

82.  Mr.  Rose  replied  to  Mr,  Homer — ''He  said  that  be 
oould  shew  that  there  was  no  depreciation  of  Bank  Paper  from 
eioesfiive  issue,  and  that  the  Report  was  more  full  of  errors  and 
misBtatementa  than  any  that  had  ever  been  made  to  Parliament. 
lie  was  convinced  that  the  issue  of  Bunk  Notes  could  have  no 
effect  on  the  price  of  gold,  or  on  the  Foreign  Exchanges,  Ha 
denied  that  the  increased  price  of  conunoditiea  was  in  any  way 
to  be  attributed  to  the  increase  of  Bank  Paper.  The  Report 
of  the  Committee  was  directly  in  opposition  to  the  opinions  of 
all  the  witneeses  examined,  except  two.  All  **esperience"  wag 
against  the  "  reasonings  *'  of  the  Report.  He  produced  a  table 
shewing  the  number  of  Bauk  Notes  in  circulation  at  different 
periods,  and  the  Market  price  of  bullion  and  the  Exchange  with 
Haroburg,  to  shew  that  there  was  no  connection  whatever 
between  them.  However  the  Committee  had  themselves  moat 
pointedly  rti^marked  tiiut  the  numerical  amount  of  Notes  alone 
was  no  teat  of  their  depreciation.  The  enormous  payments  which 
England  made  to  the  contiuent  during  the  last  two  years  were 
quite  sufficient  to  account  for  the  fall  in  the  Exchange.  That 
the  rise  in  the  prices  of  all  commodities  on  the  contiuent  had 
bet-n  equally  great  in  countries  where  there  was  no  Paper 
Currency  as  here.  He  went  into  arguments  at  great  length  to 
disprove  the  idea  that  the  issue  of  Bauk  Notes  had  any  effect  on 
the  price  of  gold  or  the  Exchanges 

88.  Mr.  Henry  Thornton  stated  that  the  great  question  at 
issue  between  the  Bullion  Committee  and  the  Bauk  was^  whether 
its  issues  should  l.>e  regulated  by  the  price  of  gold  and  the 
FoTuign  Exchanges,  and  if  lis  excessive  issues  produced  any  effect 
Ufuu  them.    Mr.  Thorntoa  argued  at  great  length  in  t^uppoit 
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of  ibe  priDciplcs  of  the  Eeportf  and  cited  the  case  of  the  Bank 
of  France  in  1805  as  a  remarkable  confirmation  of  the  tnitb 
of  itfi  principles.  The  French  GoYenunent,  having  occasion  for  a 
loan,  applied  to  the  merchanta  for  it,  such  a  transaction  being 
contrary  to  the  mles  of  the  Bank.  The  merchants  proceeded  to 
fabricate  among  themselves  billa  to  the  requisite  amount,  which 
thej  discounted  at  the  Bank,  which  thus  nltimat^ly  became  the 
real  lender.  There  was,  in  consequence,  an  enormuns  incrwtse 
of  the  Bank  paper,  a  great  demand  for  specie.  The  Bank  had  to 
bring  back  specie  from  the  provinces  at  a  great  losa — at  length 
it  stopped  payment.  Bank  Notes  fell  to  a  discount  of  10  or  12 
jKT  cent.,  and  the  Foreign  Exchanges  fell  10  per  cent.  But  the 
liiink  reduced  its  paper,  and  in  three  months  resumed  payment 
without  difficulty,  and  the  Foreign  Exchanges  were  rectiticd, 
Mr.  Thornton  also  quoted  several  other  cases  of  other  countries 
wtiere  the  same  phenomenon  had  occurred.  He  then  passed  on 
to  the  question  of  the  sLuudard  of  the  Currency,  wiiich  he  said 
was  becoming  endangered  by  this  continued  depreciation.  In- 
deed, the  argument  in  I'avour  of  a  deterioration  of  the  coin  grew 
stronger  every  day.  The  very  argument  of  justice,  after  a  certain 
time,  passes  over  to  the  side  of  deterioration.  If  we  have  been 
only  tvvo  or  three  years  using  a  depreciated  paper,  justice  ia  on 
the  side  of  the  former  standard;  if  ten  or  twenty  yeare  have 
passed  hi  nee  pajH?r  fell,  it  may  be  deemed  unfair  to  restore  the 
ftiicieut  Ntandard.  Ue  concluded  by  strongly  urging  Parllamtrnt 
to  return  to  the  ancient  standard  before  it  waa  too  late 


84.  ATr.  Vanaittart,  who  moved  the  counter-reflolntions  to 
Mr.  Horner,  controverted,  at  great  length,  the  principles  of  the 
Rc]K)rt.  He  nsaerted  that  the  only  mode  in  which  a  Metallic 
Currency  oonhl  have  a  favourable  effect  on  the  Exchangee  was  by 
iCFportation^  and  that  if  ex{.H)rtation  was  prohibited  by  law,  no 
e(Tt*ot  could  1k'  pruduoed.  The  amazing  absurdity  of  this  afisertion 
haa  been  suflieicntly  proved  in  the  course  of  this  work  to  need 
ropotition  here.  Thc;^*  lutscrtions,  however,  were  Bober  good 
•onae  compftred  to  the  lengths  of  wild  extravagance  into  which 
he  Bubixeqnently  plungird.  He  »iid  that  the  first  seven  resolntioua 
argued  un  the  8upfH»Hitiou  that  the  standard  was  something  visible 
tnd  tangible.    ''  I  uilirm  tliat  a  ^ndard,  io  the  nuae  used  bj 
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Oxese  gentlemeu,  namely,  a  fixed  and  invariable  wei/jht  of  the 
precions  metals  as  a  raeasnre  of  value  never  existed  in  this 
country II"  He  ridiculed  the  idea  of  the  refiolation  that  the 
weight  at  whicli  any  such  money  is  authorieed  to  pass  corrent  la 
filed  1 1  These  extraordinary  ideas  he  attempted  to  Bupport  by 
refei'ence  to  the  degraded  state  the  coin  had  been  in  at  different 
periijKJs,  bat  which  were  yet  legal  tender,  and  which,  he  con- 
tended,  proved  that  the  coin  was  not  any  definite  weight  of 
bullion.  It  was  upon  this  point,  he  said,  that  the  question 
of  depreciation  depended.  **Now,  I  do  not  consider  myself 
bound  either  to  admit  or  deny  that  Bank  Notes  have  lost  a  value 
which  they  never  possessed,  and  which  the  legal  coin  of  ths 
country  never  possessed,  namely,  a  value  estimated  by  a  fixed 
weight  of  gold  or  silver  bullion.  They  never  had  any  other  than 
carrent  value,  founded  on  the  public  confidence  in  the  Bank,  and 
tliis  value,  I  firmly  believe,  and  have  distinctly  stated  in  my  third 
proposition r  that  they  possess  as  much  as  ever."  When  the  whole 
of  the  rest  of  his  speech  was  a  mere  repetition  and  development 
of  such  crazy  ideas,  it  is  mere  waste  of  time  to  give  any  more 
details  of  it.  There  is  one  more  specimen,  however,  which  we 
cannot  refrain  from  extracting*  He  says — **It  appears,  then, 
that  a  diminution  of  the  value  of  Currency  may  have  the  effeck 
of  improving  the  Exchange,  but  cannot  by  possibility  depreaa 
itn**  Which  means  that  the  more  debased  and  worthleea  the 
Currency  of  a  country  is,  the  more  favourable  should  be  tho 
Foreign  Exchanges,  or  the  higher  should  foreigners  estimate  it. 
80  that,  while  the  French  afisignats  were  daily  falling  lower  and 
bwer  at  home,  the  more  should  foreignei-s  have  given  for  them : 
80  that,  while  the  French  themselves  gave  one  livre  in  coin  for 
1,200  in  assignats,  the  English  and  other  foreigners  ought  to 
hftve  given  their  full  nominal  value  in  coin,  and  even  more 
than  that  according  to  Mr.  Yansittart.  He  then  made  sevend 
trininphant  observations  about  there  being  no  difference  in  trana* 
Actions  between  Bank  Notes  and  coin.  He  admitted  that  he  had 
been  &  member  of  the  Irish  Committee  of  1804,  and  had  con- 
curred in  the  opinion  that  Irish  Bank  Notes  were  depreciated, 
but  he  said  that  the  two  cases  were  not  parallel ;  for  it  appeared 
not  only  that  the  current  coin  was  openly  sold  at  a  premium,  but 
Ihat  an  established  dillerence  of  price  existed  between  payments 
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in  coin  and  in  Irish  paper,  while  Bank  of  England  paper  passed 
as  equivalent  to  guineas.  This  depreciation,  however,  he  denied 
had  proceeded  from  excessive  issues,  but  from  the  political 
circumstances  of  the  period 

86.  Such  were  the  leading  arguments  against  the  con- 
clusions of  the  Committee,  which,  though  somewhat  varied  in 
expression,  were  coustantlj  repeated.  After  the  exposition  given 
in  our  chapter  on  the  Coinage,  it  would  be  waste  of  time 
to  attempt  seriously  to  disprove  the  outrageous  folly  of  the 
proposition,  that  the  coins  of  Great  Britain  never  were  intended 
to  contain  any  fixed  or  certain  quantity  of  gold  or  silver  bullion 
in  them.  If  this  had  been  true,  what  was  the  need  of  having 
any  gold  or  silver  in  them  at  all ;  if  it  was  not  to  regulate  their 
value? 

86.  With  respect  to  the  assertion  that  there  was  no  difiFierence 
in  common  payments  between  guineas  and  Bank  Notes,  and  that 
guineas  were  not  openly  selling  at  a  premium,  as  in  Ireland,  the 
answer  was  simple  and  decisiTe:  if  it  were  so,  it  was  merely 
through  the  terrors  of  the  penal  law.  At  the  very  time  of  this 
debate  three  men  were  lying  under  a  conviction  of  the  crime 
of  selling  guineas  for  more  than  21«.  They  had  been  convicted 
under  an  old  statute  of  Edward  YI.,  which  did  not  extend  to 
Ireland,  so  that  the  reason  why  guineas  were  sold  publicly  at  a 
premium  in  Ireland  was,  that  there  was  no  law  against  it;  in 
England  it  was  a  criminal  offence,  and,  in  consequence  of  this, 
guineas  had  disappeared  from  circulation.  But  Mr.  Yansittart 
threw  out  another  challenge  :  he  acknowledged  that  it  was  legal 
for  tradesmen  to  make  a  distinction  in  prices,  according  as  they 
were  paid  in  money,  or  in  Bank  Notes,  and  he  denied  that  such 
a  distinction  existed.  On  this  point,  however,  he  was  met  with 
a  distinct  denial  by  Mr.  Huskisson,  who  said — "  If  paper  were 
sustained  at  all  in  public  estimation,  it  must  be  by  a  support 
growing  out  of  terror,  by  an  estimation  proceeding  at  that 
moment  from  a  consideration  of  a  pending  judgment.  If  this 
were  once  settled,  public  estimation  would  soon  shew  what  it 
really  was.  In  every  part  of  the  country  there  were  aheady 
two  prices ;  he  had  undoubted  proof  of  the  i'act.    He  had  in  his 
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|HX'lcet  a  letter  from  a  person  intimately  acquainted  with  such 
matters,  which  said  that  two  prices  were  prevalent  in  the  conntry, 
and  that  the  naual  preraiam  for  guineas  was  hulf-a-crown  " 

87»  Mn  Sharp,  a  member  of  the  Bullion  Committee,  addoced 
farther  facts  to  prove  that  the  Rank  Notes  were  depreciated  j  he 
said  it  had  been  nsnal  to  send  over  specie  to  Guernsey  to  pay 
the  troops  there.  Etich  guinea  find  latfltj  been  paid  to  Uuf  soMiers 
at  28#.;  one  regiment,  however,  had  refused  to  receive  them  at 
that  rate.  In  another  wise  he  knew  of  a  person  who  had  received 
a  k'gBcy  of  1,000  guineas  which  was  paid  in  specie ;  he  went  to 
mve«t  it  in  the  funds,  and,  on  asking  the  price  of  the  3  per  cents., 
was  told  64^,  But,  on  asking  what  the  price  would  he  if  paid  in 
real  money,  he  was  told,  after  some  consideration,  he  might  have 
it  at  60,  which  was  the  price  actually  paid.  So  that,  while  the 
Government  were  arguing  at  Westminster  that  guineas  were 
of  the  same  Take  as  Bank  Notes,  they  were  at  the  same  time 
dishonest  enough  to  pay  them  away  to  the  soldiera  at  2B4. 

88,  Sir  Francis  Burdctt  stated  that,  in  Jersey,  Bank  of 
England  Note.s  were  at  a  discount  of  3  per  cent,  as  compared  to 
the  notes  of  their  own  little  bank ;  that  it  was  perfectly  notoriooa 
that  two  prices  were  common  throughout  the  country.  He  knew 
it  from  his  own  experience;  he  had  been  offered  wine  at  far 
different  prices,  according  as  he  should  pay  for  it  either  In  Bank 
Notes  or  in  specie 


89,  We  have  now  given  so  much  space  to  this  interesting 
discassion,  that  we  can  scarcfly  afford  room  to  notice  any  of  the 
other  speeches  upon  the  subject.  When  we  read  the  arguments 
and  evidence,  which  seem  to  be  so  perfectly  satisfactory,  according 
to  all  the  nsnal  principles  that  command  assent,  we  feel  some 
curiosity  to  know  what  was  the  opposing  theory  set  up  against 
them,  and  it  was  simply  this,  that  the  pound  sterling  was  nothing 
taogible  at  all  I  It  was  an  imaginary  vision  t  a  vague  idea!  an 
airy  nothing  I  which  never  had  any  oxistence  in  nature  at  all,  and 
that,  accordingly,  everything,  money  and  bullion  included,  might 
▼ary  in  endlejsB  changes  round  this  ideal  centre.  It  had  even  less 
labfitautiality  than  a  whifiT  of  smoke  !     It  was  ^'  a  sense  of  value  " 
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oominniiicated  in  some  mysterioaa  waj  from  one  \)ovmn  to 
another.  Mr,  Caniiin^^  pursued  the  author  of  this  insensate  folly 
with  unsparing  ridicule  in  his  epeecb.  He  also  ably  pointed  out 
the  oonsequeuoo  of  not  allowing  g^uineas  to  circulate  at  their 
market  valne,  which  hnd  been  followed  by  their  total  dis- 
tppetrance,  whereas  dollars,  which  were  beginning  to  disappear 
when  they  were  bound  down  to  the  value  of  the  depreciated  Bank 
paper,  were  immediately  restored  to  circulation  when  they  were 
allowi'd  to  pass  current  at  their  real  value*  However,  though  he 
fully  n*»n?ed  in  all  the  principles  and  reajsoniugis  of  the  Bullion 
RciK>it,  he  did  not  think  it  expedient  that  the  Bank  shonld  be 
oalM  upon  to  resume  cash  payments  in  so  t^hort  a  [^eriud  es 
two  years 


©0.'  After  a  dehitc  of  four  nights  the  Committee  divided  on 
the  finst  of  Mr.  Horner's  resolutions,  and  it  was  negatived  by  a 
majority  of  161  to  75.  The  fourteen  next  were  negatived 
without  a  division,  and  the  last  was  rejected  by  a  majority 
of  180  to  45.  Among  the  names  of  the  majority  waa  that  of 
Eobert  Peel 


VL  The  Ministry,  having  defeated  the  Bullion  Committee 
by  to  great  a  majority,  would  have  dune  well  to  let  the  matter 
rat,  Aa  to  the  matter  of  fact  agitattd  between  the  parties,  the 
4apiDciation  or  the  non-depreciation  of  the  Bank  Notes,  it  would 
be  il9«»leM  to  wnsto  one  word  more,  and  in  arguing  against  so 
jialpable  a  laet,  the  ministerial  purty  ehewed  little  discmtiou, 
TlMgf  might  eaaily  have  saved  their  credit  by  admitting  the  fact, 
tut  Vguiflf  that  it  was  not  expedient  for  the  public  service  that 
■0  moiQontaiiA  a  change  should  be  made  during  the  war.  Not 
oontent,  ho\v«vi«r,  with  prix!uriti^^  the  total  rejection  of  Mr. 
Htii*n«rV  r<vHuI  III  ions,  ^fr.  Vausittart,  in  the  plenitude  of  his 
|H>ti«r  and  iw^rty  sin*utcth,  and  in  tlie  mere  wantonness  of 
lyranuy,  di^tcrminiHl  to  dnig  the  House  through  the  lowest 
dqklhi  of  riduntlo  and  absurdity.  He  moved  a  series  of  reno* 
liiliout  YfUwh  Hh*  t«'0  long  to  be  inserted  here,  to  the  effect  thut 
tUiitr  wag  tu»  lo^ul  wvight  of  buUiun  in  the  coins,  beyond  what 
the  oaprioe  of  eaob  Sovt^rvigu  might  dictate ;  that  the  Bnttk  Notes 
llii<4is)j  phuuUi«  to  |)ay  in  these  coins,  and  they  always  luul 
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been,  and  at  that  moment  were  held  eqnivalent  in  pnblic 
estimatiMa  to  the  kgal  coin  of  the  realm,  and  generally  accepted 
m  fiuch  in  all  pecuniary  tmnsactiona  to  wbich  such  coin  is 
lawfully  applicubje,  and  that  the  price  of  bullion  and  the  state 
of  the  Foreign  Exchanges  were  in  no  way  owing  to  excessive 
issues  of  Bank  paper 

92*  In  introducing  his  resolutions  Mr.  Vansittart  made  a 
speech  of  eiiormous  length,  repeating  his  former  views,  that  the 
8tate  of  the  domestic  Currency  had  no  effect  upon  the  Foreign 
Exchanges,  and,  with  a  flight  of  unheard-of  audacity,  he,  in  de- 
fiance of  the  recorded  opinion  of  Parliament  and  the  unanimous 
testimony  of  all  contemporary  writers,  made  the  extraordinary 
aaserrion  that  in  1090  and  1774  "the  fall  of  the  Exchange  was 
the  cause,  and  not  the  consequence  of  the  depreciation  of  the 
Currency!"  Mr,  Canning  in  vain  attempted  to  persuade  the 
Miniatere  to  rest  satisfied  with  the  defeat  of  the  Bullion  Com- 
mittee, and,  for  the  sake  of  the  reputation  of  the  House,  not  to 
make  them  pass  a  vote  which  no  one  outside  the  House  could 
speak  of  without  laughter.  His  amenJnient  was  rejected  by  a 
majority  of  82  to  42;  and,  after  some  other  minor  divisioos, 
Mr.  Vansittart's  resolutions  were  carried 

93.  We  have  observed  that  guineas  were  not  sold  openly  at 
a  premium,  because  it  was  generally  believed  to  be  a  criminal 
olfcnce  to  do  so,  and  three  men  were  tried  and  convicted  for  so 
doing.  To  draw  any  argument  of  the  equality  of  the  value  of  the 
note  and  coin  under  such  circumstances,  was  nothing  but  a 
contomptible  piece  of  sophistry.  Bat  nothing  could  be  more 
whimsical  or  absurd  than  the  presumed  state  of  the  law  on  the 
subject.  It  was  held  to  be  penal  to  part  with  a  Bank  Nrtte 
f(»r  leas  than  20«.  in  bullion,  but  it  was  quite  legitimate  for  a 
trailesman  to  make  two  prices  for  his  goods.  In  his  speech 
av;ainst  Mr.  Horner's  resolutions,  Mr.  Vansittart  had  taunted 
bis  opponents  with  the  circumstance  that  this  was  not  done.  It 
ift  incredible  how  any  one  could  have  made  an  argument  of  such 
an  absurdity,  when  it  was  so  easy  to  outwit  the  law.  If  any 
one  wiAhed  to  avoid  the  legal  offence  of  parting  with  a  guinea 
for  more  than  28#*,  what  more  easy  than  a  collusive  sale  ?    tieU 
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a  loftf  to  any  man  for  a  £1  note  and  5i*.,  and  bny  it  again  from 
him  at  a  guinea,  and  the  interchange  between  the  guinea  and 
the  £  1  5«.  was  effected  in  the  most  legal  manner.  But  snch 
enbtletieg  were  at  once  put  an  end  to  by  the  Court  of  Common 
Pleas  unanimously  quashing  the  conviction  of  De  Yonf^e,  and 
declaring  that  it  waa  no  crime  at  all  to  sell  guineas  at  a  premium 

94,  After  the  House  hud  indulged  in  this  wild  freak — the 
very  Batunialia  of  nnrea^ou— and  given  so  great  an  encourarre- 
ment  to  the  liiink  to  fiumue  its  wild  career,  it  became  evident 
to  any  one  wlio  understood  the  subject,  that  the  value  of  every 
man*8  property  depended  npon  the  will  of  the  Bank  directors. 
This  waa  frau<,'ht  with  the  most  alarming  consequences  to  every 
one  who  had  a  fixed  annuity,  as,  while  the  price  of  every  article 
of  prime  necessity  kept  pace  with  the  depreciation  of  the  currency, 
any  one,  like  a  landlord,  having  a  fixed  rent  to  receive,  was  paid 
in  n  depreciated  paper,  while  his  tenants  received  the  increased 
nominal  prices  of  their  commodities.  As  matters  were  con- 
tiiutaily  jL^'t'tting  worse,  gold  having  risen  to  £4  His,  per  ounce 
in  Mareh,  Lt>rd  King  issued  a  circular  to  several  of  his  tenants, 
reminding  them  that  their  contract  was  to  pay  a  certain  quantity 
of  the  legal  coin  of  the  country,  and  that  the  present  Paper 
Curreni;y  was  considerably  deprL-ciated.  He  said  tliat,  in  future, 
he  should  require  his  rents  to  be  paid  in  the  legal  gold  coin 
of  the  realm,  but  that,  as  his  object  was  merely  to  secure  the 
payment  of  the  real  intrinsic  value  of  the  sura  stipulated  by  the 
agreement,  he  should  be  willing  to  receive  the  amount  in  Portugal 
gold  coin  of  an  equal  weight  with  that  of  the  stipulated  number 
of  guineas,  or  by  an  amount  of  Bank  Notes  sutticient  to  par- 
chase  the  weight  of  standard  gold  requisite  to  discharge  the 
rout 

96.  Tluit  such  a  demand  was  legfcl  no  one  pretended  to 
deny;  but  v\h«'u  this  pmctical  sarcjism  was  passed  upon  the 
resolution  of  the  House  of  Commons,  it  drove  (hat  party  wild, 
and  the  most  nnmensurcd  abuse  was  heaped  npon  him  for 
mcmjtm.  Not  only  was  this  in  every  F^y  legal,  but  nothing 
could  have  been  mor«  equitable*  His  tenants  were  receiving  the 
ino^WKMi  market  prioee  for  their  crops,  and  onjy  paid  him  in  the 
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same  nnmber  of  depreciated  notes.  It  is  rjtiite  clear  ibat.  If  his 
teonots  gut  an  increase  in  tbe  price  of  thvir  corn,  owiog  to  the 
depreciation,  he  oti^ht  to  have  received  a  proportionate  increaftc 
in  hifl  rente.  Lord  Stanhope  brought  in  a  bill,  which,  after  being 
considerably  modified,  was  nitimatoly  passed,  making  it  a  mis- 
demeanonr  to  make  any  differenee  in  payments  between  guineas 
and  Hank  Notes.  Lord  Stanhope,  in  bringing  in  the  bill, 
lentioned  several  instances  which  he  had  been  informed  of,  in 
^hich  278.  were  demanded  for  a  gninea.  Lord  Holland  also  said 
that  a  ix>und  note  and  seven  shillings  were  currt-ntly  given  for 
guineas.  Admirable  commentary  upon  the  resolutions  carried  so 
triunnphantly  in  the  House  of  Commons  only  two  months  before, 
and  then  standing  on  their  journals,  that  in  public  estimation 
guineas  and  Bank  Notes  were  equal ! 


96.  Ijord  Grenville  opposed  the  bill  with  great  earnoatneBS, 
and  his  opinion  is  particularly  valuable  because  he  was  one 
of  the  Cabinet  who  originally  proposed  the  Restriction  Act.  He 
said  he  had  never  seen  the  Ministers  of  the  country  in  so  dis- 
graceful a  position  as  they  were  that  night.  He  turned  the 
famous  resolutions  of  the  House  of  Commons  into  great  ridicule, 
and  said  that  it  had  been  left  for  Robespierre,  the  Jacoljius,  and 
the  present  Ministry  to  raise  a  cry  of  ineiviimt  against  the  private 
actions  of  individuals.  He  said  that  it  was  one  of  tlie  most 
painful  days  in  his  and  Mr.  Pitt's  pohtical  life,  when  they  felt 
compelled  to  come  to  Parliament  to  propose  the  restriction. 
**  By  what  consideration  we  were  afterwards  induced  to  extend 
it  for  successive  short  periods,  it  is  mmecessary  to  explain,  suffice 
it  to  say,  that  they  are  considerations  which  I  shall  ever  deeply 
TCgret  had  any  influence  upon  my  mind.  I  do  assure  my  noble 
friend  (Lord  King)  that  I  have  long  since  fully  concuned  in  the 
arguments  which  he  has  urged  against  the  original  policy  of  that 
restriction.'*  He  said  that  the  present  coui-sc,  if  persevered  in, 
must  end  in  the  same  manner  as  the  Mississippi  and  South  Sea 
Schemes,  in  total  niin.  '*  My  Lords,  it  has  often  been  my  lot  to 
point  out  the  inevitable  results  of  the  issue  of  assignats  in  France. 
How  little  did  I  then  imagine  that,  in  tl»e  description  1  then 
ga\T,  I  was  but  anticipating  what,  in  the  course  of  twenty  years, 
would  be  the  faithful  picture  of  my  own  country  1 " 
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07.  Although  we  have  given  so  much  space  to  this  deboto, 
we  (jannot  refraiQ  from  giving  a  few  seDteutus  of  Lord  Stanhope's 
reply,  as  they  concentrate  in  the  shortest  space  the  whole  of  the 
miQisterial  argtiments  and  riewa  on  the  subject — 

"Earl  Stanhope,  in  explanation,  suid  that  there  was  no  snch 
thin^  in  this  country  as  a  me^isare  of  ?ahie  founded  on  a  quantity 
of  bullion  of  standard  fineness,  I'he  legal  coin  was  the  money 
with  the  stamp  upon  it  The  stamp  was  wliat  made  it  the  lawful 
coin,  not  to  be  melted  nor  transported,  and  not  the  weight  and 
fineness.  He  did  not  know  what  mathematicians  he  had  to  deal 
with,  but  if  Bank  Notes  and  gold  bore  a  fixed  proportional  ratio 
to  the  pound  sterling  by  law,  they  were  equal  to  one  another, 
and  to  prove  this  he  need  go  no  further  than  the  first  book 
of  Euclid,  where  it  was  laid  down  as  an  axiom  that  things  equal 
to  the  same  are  equal  to  one  another '' 

98.  We  are  accustomed  to  smile  at  the  famous  decree  of  the 
Inquisition,  which  resolved  that  the  motion  of  the  earth  waa 
false,  and  sympathise  with  Galileo,  who,  when  retiring  from 
their  rebuke,  said  "  e  pur  si  mnove^**  "  it  moves  for  all  that/* 
Bat  the  famous  resolution  that  guineas  were  equal  in  public 
estimation  to  Bank  Notes^  when  guineas  were  currently  sold  for 
a  £1  note  and  seven  shillinga,  and  the  dictum  of  Lord  Stanhope 
that  they  were  equal  because  the  law  declared  them  to  be  so, 
infinitely  tnmscends  it  in  absurdity ;  and,  when  we  feel  inclined 
to  be  murry  at  the  expense  of  the  worthy  fathers  of  the  In* 
quisition,  we  should  think  of  Mr.  Vansittarfs  resolutioD,  and  be 
grave 

99.  The  Bill  was  warmly  contested  in  every  stage  of  its 
progTL'Bs  throu^^i  the  House  of  Lords,  but  finally  passed  the  third 
reading  by  a  majority  of  'tS  to  16.  In  the  House  of  Commons 
the  debates  were  equally  warm  and  protracted,  but  it  was  finally 
passed  by  a  majority  of  95  to  20.  The  Act  was  orijziaally  limited 
to  the  24th  March,  1812,  but  it  was  BubBcqucutly  continued 
during  the  continuance  of  the  Bank  Restriction  Act 

100.  We  shall  reserve  some  remarks  r^arding  the  effects 
of  the  great  overtrading  of  1809  and  1810,  till  the  chapter  ia 
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which  we  shall  consider  the  theory  of  the  Bank  respecting  the 
lasoes  of  its  notes  upon  mercantile  security 

101.  Among  other  argumcnte  alleged  against  the  opening 
of  the  Bank,  was  the  injnstice  of  comiMjUing  it  to  buy  gold  at  the 
increased  Market  price.  Now  that  we  are  enabled  to  take  a  more 
dispassionate  view  of  the  subject  than  those  whose  interests  wore 
so  much  involved  in  it  at  the  time  of  the  debate,  we  can  see  that 
tliere  was  no  hardship  in  such  a  requirement.  Every  creditor 
who  was  paid  in  these  depreciated  notes  was  defrauded  of  20  per 
cent,  of  his  debt,  and,  considering  the  enormous  gains  made  by 
the  Bank  at  the  expense  of  the  holders  of  its  notes,  justice 
evidently  demanded  that  the  Bank  ehonld  purchase  whatever 
quantity  of  gold  was  sufficient  to  discharge  its  obhgations,  cost 
what  it  would.  The  injury  to  the  holders  of  its  notes,  severe  as 
it  waj?,  was  only  temporary,  but  a  very  much  more  seriooB  injury 
was  done  to  the  nation,  by  adding  an  enormoos  amount  to  the 
national  debt,  which  was  contracted  in  this  depreciated  Currency 

102»  The  harvest  of  1811  was  extremely  deficient,  and  that 
wu  the  period,  too,  when  the  power  of  Kapoleon  was  at  its 
height,  and  the  continental  sources  of  supply  were  cut  o^ 
Towards  the  middle  of  1811,  the  price  of  corn  began  to  rise 
Tery  rapidly,  and  continued  doing  so  till  August,  1812,  when  it 
reached  its  greatest  height  during  the  war.  The  average  of 
wheat  for  England  and  Wales  was  then  155^.,  and  some  Dantzio 
wheat  brought  180^.,  and,  in  one  or  two  instanoes,  oats  were 
told  at  84^.  The  advocates  of  the  rival  theories  attributed  this 
extraordinary  rise  to  different  causes ;  one  party  almost  entirely 
lo  the  depreciation  of  the  Paper  Currency,  the  other  party 
almost  entirely  to  the  great  scarcity.  Mr.  Tooke  is  the  most 
distinguisJied  advocate  of  the  latter  view,  and,  in  support  of  it, 
brings  most  forcible  arguments  from  the  corresponding  rise  which 
took  place  in  France  during  the  same  period,  where  the  cnrrcncy 
waa  almost  purely  metallic.  Admitting  to  the  full  extent  the 
powerful  argumentB  adduced  by  Mr.  Tooke,  which  derive  ad- 
ditional force  from  his  being  a  contemporary  of  the  circumstauces 
be  deficribee,  we  can  yet  hardly  think  he  can  be  correct  in  so 
entirely  excluding  the  effect  of  the  depreciation  of  the  Paper 
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Cnirency  as  be  does.     We  have  abundance  of  evidence  tbat 

before  the  Gold  Coin  and  Bank  Note  Bill,  there  were  very 
generally  two  prices  in  the  conntry,  a  gold  price  and  a  pai)or 
price :  after  that  Bill  that  was  abolished,  and  there  was  nothin«j 
but  a  paper  price,  and  gold  totally  disappeared  from  circulation  ; 
bnt  can  we  doubt  that  if  any  price  had  been  paid  in  gold,  there 
woold  have  been  a  very  great  difterenoe  between  the  two,  fully 
as  vrreat  as  before  that  Act?  If,  then,  it  be  granted  that  snch 
would  have  been  the  case  if  payments  had  been  made  in  gold,  it 
Beems  to  follow  that,  when  prices  were  paid  solely  in  paper,  they 
mast  be  considered  to  have  been  enhanced  by  just  so  much  as 
the  difference  woald  have  been  if  any  payments  had  been  mad© 
in  gold.  There  does  not  appear  to  be  the  least  reason  to  suppose 
that  the  Bcarcity  was  comparatively  greater  in  1812  than  it  was 
in  1800;  in  fact,  the  evidence  seems  to  be  entirely  the  other  way, 
that  the  scarcity  and  distress  was  mnch  greater  in  the  former 
period,  yet  in  1812,  the  average  rose  to  165*;  in  the  former  it 
was  ouly  133«,  Whence  this  difference?  We  think  the  evideuce 
points  clearly  to  the  depreciation  of  the  Paper  in  which  payments 
were  reckoned.  Now,  in  ^lay  and  June,  1812,  the  price  of  gold 
bullion  was  about  £4  ISs.  per  ounce,  at  wliich  the  real  value 
of  the  Note  was  15«.  lid.  Now,  are  we  to  suppose  that  the 
enhancement  of  prices  when  paid  in  paper,  which  was  quite 
notorious  before  Lord  Stanhope's  Bill,  was  actually  annihilated 
by  that  Act  ? 

103.  The  principles  of  the  Bulhon  Report  having  been  de- 
cisively rejected  by  Parliament,  and  prononnoed  to  be  fallacious, 
by  the  resolutions  which  declared  21  to  be  eqnal  to  27,  the  Bank 
took  no  measures  to  bring  their  Notes  to  a  nearer  conformity  to. 
their  nominal  value,  and  the  Market  or  Paper  price  continued  to 
rise  till,  in  November,  1813,  it  stood  at  £5  10^.,  the  greatest 
height  it  ever  reached.  The  long  continuance  of  high  prices, 
partly  caused  by  a  continued  scries  of  deficient  harvests,  and 
partly  by  the  depreciation  of  the  Paper  in  which  they  were  paid, 
gave  rise  to  the  belief  that  they  would  oontioue  permauent. 
Immense  speculations  began  in  land-jobbing,  vast  tracts  of  wii^td 
and  feu  land  were  reclaimed.  It  was  at  this  time  that  the 
immense  agricultural  improvements  in  Lincolnshire  were  efibcted. 
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Kent8  in  most  cases  rose  to  treble  what  they  were  in  1792 ;  all 
the  new  agricultural  engagements  entered  into  at  this  period 
were  formed  on  the  basis  of  these  extravagant  prices ;  landlords 
and  tenants  increased  their  expend! tnpa  in  a  like  proportion, 
family  settlements  were  made  on  a  commeuBurate  siade.  As  a 
natural  consequence,  country  banks  greatly  multiplied.  In  1811 
they  were  728,  in  1818  they  had  risen  to  940*  and  the  amount 
of  their  issues  were  supposed,  on  the  most  moderate  estimate,  to 
be  about  £25»00O,00O.  After  the  disasters  of  the  French  in  the 
Ilossian  campaign  of  1812,  and  the  Battle  of  Leipsic,  the  porta 
of  Russia  and  Northern  Germany  were  thrown  open  to  British 
commerce.  This  naturally  gave  rise  to  enormous  speculativQ 
exports  and  overtrading 

104,  The  harvest  of  1813  was  prodigiously  abundant^  bo 
that  the  price  of  corn,  which  in  August,  1812,  had  been  155«., 
and  liad  receded  gradually  from  that  jjoint,  till  August,  181 3> 
fell  with  great  rapidity,  and  iu  July,  1814,  was  only  6Sa,  The 
exporting  speculations  were  at  their  height  in  the  spring  of  1814, 
and  the  prices  of  all  such  commodities  rose  to  a  very  unusual 
height,  iu  many  cases  to  double  and  trij^ile  of  what  they  had  been 
before.  Every  branch  of  industry  was  by  the  preceding  causes 
affected,  and  the  natural  and  inevitable  consequences  soon 
followed;  a  violent  revulsion  and  general  depression  of  prices 
of  all  sorts  of  property,  which  entailed  such  general  and  universiU 
lossea  and  failures  among  the  agricultural,  commercial,  manu* 
facturing,  mining,  shipping,  and  building  iutereste,  as  had  never 
before  been  paralleled.  As  is  always  the  case,  the  consequences 
of  the  wild  speculations  and  engagements  persons  had  entered 
into  during  the  continuance  of  the  fever  continued  to  be  felt  for 
iome  yeans  after.  The  disasters  commenced  in  the  Autumn 
of  1814,  continued  with  increasing  severity  during  1815,  and 
reached  their  height  in  1816-17.  During  these  years  89  country 
bankers  became  bankrupt,  and  the  reduction  of  the  issues  of 
country  paper  was  such,  that  in  I81l>  its  amount  was  little  more 
than  half  what  it  had  been  in  1814 


106.    This  general  disci-edit  of  country  bank  paper,  re- 
sembling what  had  previously  occurred  in  17'J3  and  1797,  caused 
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a  demand  for  additional  issues  from  the  Bank  of  England,  to  help 
to  maintain  public  credit ;  and,  though  this  caused  an  extension 
of  the  Bank  paper  by  upwards  of  three  millions,  so  great  was  the 
abstraction  of  country  Bank  paper  from  circulation  (to  certainly 
three  times  the  amount  of  the  Bank  of  England  issues),  that  the 
Talne  of  tlie  whole  Currency  rapidly  rose,  so  that,  while  in  May, 
1B15,  the  Market  or  Paper  price  of  gold  was  £5  6«.,  the  Ex- 
change on  Hamburg  28*2,  and  that  on  Paris  19*  in  October, 
1810,  tbe  Paper  price  of  gold  had  rapidly  fallen  to  £8  18«.  iW., 
the  Exchange  with  Hamburg  was  38*,  and  tliat  on  Paris  26*10, 
and  they  remained  with  little  variation  at  these  prices  till 
July,  1817 

106,  Hence,  at  length,  was  manifested  the  most  complete 
triumph  of  the  principles  of  the  Bullion  Eeport.  The  great 
plethora  of  this  worthless  quantity  of  Paper  Currency  being 
removed^  the  value  of  the  whole  Currency  was  raised  almost  to 
I>ar,  mt  near,  in  fiict,  that  the  smallest  care  and  attention  would 
have  brought  it  quite  to  par ;  and  if  means  could  have  been  tiikcn 
to  prevent  the  growth  of  the  rank  luxuriance  of  country  Bank 
Nutt'S,  (muhIi  payments  would  have  been  resumed  at  this  period 
wilh  thfi  utmoht  possible  facility,  and,  as  a  matter  of  course, 
without  exciting  the  least  comment 

107.  Wo  have  seen  that,  on  several  previous  occasions,  the 
Bank  bud  intinmted  to  the  Government  their  perfect  readinesg 
aod  ability  to  resume  payments  in  cash,  but  had  always  been 
lireiraiitcd  from  doing  so  for  political  reasons.  In  1815,  when 
ptaoe  wai  finally  restored,  they  prepared  in  good  faith  to  be 
ready  to  do  io  oa  soon  as  they  should  be  required,  and,  during 
thai  year  and  181tN  they  accumulated  so  much  treasure  that,  in 
Novemlwir,  1810.  they  gave  notice  of  their  intention  to  pay  all 
thi«fr  Ncik'M  elated  previously  to  the  1st  January,  1812,  and  in 
April,  1H17,  all  their  Notes  dated  before  Ist  January,  181G.  When 
LhU  wdJi  (loncj  theix^  was  found  to  be  scanjcly  any  demand  on  them 
for  i^old^  Hie  nut  iou  had  got  so  accustomed  to  a  Paper  Cmrency 
that  tliny  were  most  unwilling  to  receive  gold  for  it.  Mr.  Stuckey, 
mi**  t*f  ihf»  largf'»t  lumkens  in  the  West  of  England*  Baid,  that 
iliiring  ihii  [Hiriial  resumption  of  cash  pikyments  it  cost  htm 
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nearly  £100  to  remit  tba  sm-plas  coin  which  accumulated  apoD 
him  to  London,  B8  he  could  not  get  rid  of  it  in  the  country,  his 
customers  all  preferring  his  Notes :  many  persons  who  had 
hoarded  guineas  requested  as  a  favour  to  have  Notes  in 
exclmnge 

108,  In  March,  1814,  the  restriction  was  prolonged  to  July, 
18 1 G.  The  bill  was  brought  in  and  passed  before  the  news  of 
Napoleon's  quitting  Elba  had  reached  England,  The  Act  was 
scarcely  passed  when  the  new  war  broke  out  which  ended  at 
Waterloo,  and  the  expenses  of  the  campaign  made  the  Ministers 
dread  a  monetary  crisis,  and  the  restriction  was  subsequently 
prolonged  till  July,  1818 

109.  The  partial  resumption  of  cash  payments  was  attended 
with  jjerfect  success;  it  caused  no  very  great  demand  for  gold, 
which  continued  to  accuraulate  in  the  Bank  till  Octoljer,  1817, 
when  it  reached  its  maximum,  being  £11,914,000.  In  that 
month  the  Bank  gave  notice  that  it  would  pay  oflf  in  cash  aU  the 
Notes  dated  before  Ist  January,  1817,  or  renew  them  at  the 
option  of  the  holders.  In  the  course  of  1817  a  very  large 
amonnt  of  foreign  loans  were  contracted  for ;  Prussia^  Austria, 
and  other  continental  States  of  lesser  importance,  were  en- 
deavonring  to  replace  their  depreciated  paper  by  a  Metallic 
Correocy,  and,  as  money  was  abundant  in  England,  a  very  large 
portion  of  these  loans  was  taken  up  here.  The  effect  of  this 
began  to  manifest  iteelf  in  April,  1817,  when  the  Exchanges  with 
Hamburg  and  Paris  began  to  give  way,  and  the  Market  price 
of  gold  to  rise.  These  phenomena  increased  gradually  throughout 
1818,  untQ  January,  1819,  the  price  of  gold  was  £4  3*,,  the  Ex- 
change on  Hamburg  83'8,  and  that  on  Paris  23'50.  In  July, 
1817,  the  new  gold  coinage  began  to  be  issued  from  the  Mint  in 
large  quantities.  The  consequence  was  a  steady  demand  for 
gold  set  in  opon  the  Bank,  and,  in  parauance  of  its  notices,  the 
sum  of  £6,750,000  was  drawn  out  of  it  in  gold.  Jnst  at  this 
time  the  British  Government  reduced  the  rate  of  interest  upon 
Exchequer  bills.  The  much  higher  rate  of  interest  oflfered  by 
continental  Governments  caused  a  great  demand  for  golii  for 
ex[>ortation,  and  ia  the  beginning  of  1818  a  very  decided  drain 
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flob  in.  The  Bank  directors,  however,  determined  to  eet  all  tl)e 
principles  of  the  Bullion  Report  ostentatiouflly  at  defiance.  While 
this  great  drain  was  going  on,  they  increased  their  advanceB  to 
Government  fram  £20,000,000  to  £28,000,000,  and  thougli  they 
knew  perfectly  well  that  the  demand  ol'  gold  was  for  exportation, 
they  took  no  measures  whatever  to  reduce  their  issues  for  tlie 
purpose  of  checking  the  export.  At  the  same  time  the  issues 
of  country  banks  had  increased  by  two-thirds  since  1816 

110,  This  demand  for  gold  became  more  intense  daring 
1818  and  1819,  and  it  became  evident  that  the  Bank  would 
noon  be  eadiaaated  if  legislative  interference  did  not  take  place. 
Accordingly,  on  the  Jird  February,  1819,  both  Houses  appointed 
Committees  to  inquii^e  into  the  state  of  the  Bank ;  and,  on  the 
6th  April,  they  reported  that  it  was  expedient  to  pass  an  Act 
inimcdiat4?ly  to  restrain  the  Bank  from  paying  cash  in  terms 
of  its  notices  of  1810-17,  An  Act  for  that  purjwse  was  fmssed  in 
two  days'  time.  It  was  stated  in  the  Report  of  the  Commons 
that  in  the  first  six  months  of  1818,  125  millions  of  francs  had 
been  coined  at  the  French  mint,  three-fourths  of  which  had  been 
derivod  from  the  gold  coin  of  this  country.  The  Act  forbade  the 
Bank  to  make  any  payments  in  gold  whatever,  either  for 
fractional  fitirns  under  £5,  or  any  of  their  Notes,  daring  that 
ftfusion  ijf  Parliament.  The  Act,  therefore,  totally  closed  the 
Bank  for  payments  in  cash 

111.  As  wo  have  given  the  names  of  the  Committees  of  180i 
and  1810,  we  subjoin  those  of  the  Committees  of  tmth  Houses 
In  1819.  Tboflo  in  the  Commons  were  Lord  Castlereagh,  Mr. 
VaiUiittttrt,  Mr.  Tierney,  Mr.  Canning,  Mr,  Wellesiey  Pole, 
Mr.  Lurnb,  Mr.  F.  Robmson,  Mr.  Grenfelh  Mr.  Huskisson,  Mr. 
Alusroromby,  Mr.  Banks,  Sir  James  Mackintosh,  Mr.  Pwl,  Sir 
John  Niooll,  Mr.  Littleton,  Mr.  Wilson,  Mr.  Stuart  Wortley, 
Mr.  Manning,  Mr,  Frankland  Lewis,  Mr.  Aahhurst,  Sir  John 
NrwjKirt.  The  Committee  of  the  Lords  were  the  Earl  of 
llarrowhy,  Ouko  of  Welliugton,  Marquis  of  Lansdowue,  Duke 
of  MoutroHe,  Earl  of  Liverpoul,  Earl  of  St.  Uennains,  Earl 
Itaihumt,  ViAcount  Sidmouth.  Karl  of  Aberdeen,  Earl  Granville^ 
Unl  King,  Li»rd  Orcuville,  Lord  Rcdcsdale,  Earl  of  Lauderdale. 
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Ud.  The  chief  polots  of  ititerest  in  these  repoiie  regarding 
our  present  stibjcct  are  the  opiiiii>ri8  held  by  the  witnesses  re- 
spectiufr  the  great  doctrines  of  the  Bulhou  Kcport.  The  reports 
of  neither  House  eiilered  into  the  question  of  the  theory  of  the 
Currency:  they  were  confined  to  recommending  a  certain  coui'se 
of  fiction;  but  they  examined  a  oumk^r  of  witnesses  of  the  first 
eminence  on  the  subject,  and  the  revolt  of  their  evidence  is  most 
extraordinary.  It  will  be  rememlKjred  that,  both  in  1804  and 
IMO,  the  immense  pn^poudeianco  of  commereial  testimony  was 
entirely  adverse  to  the  doctrine  that  the  issues  of  Paper  Currency 
Lad  any  effect  upon  tlie  Excliunges,  or  the  prioe  of  IJuIlion,  or 
should  be  regulated  by  them*  Nevertheless,  the  imports  of  both 
Ct>mmitlee-9  were  entirely  in  the  teeth  of  the  mere-untile  evidence. 
The  Bullion  Report  had  now  Xmen  before  the  country  fur  nine 
jear»,  and  had  caused  more  public  discussion,  Iwth  in  Parliament 
and  in  the  press,  than  almost-  any  subject  whatever ;  and  it  is 
perfectly  manifest  that  if  its  principles  were  erroneous,  the 
coniniereiul  world  would  only  have  been  further  strengthened  in 
their  opposition  to  theuh  But  what  was  the  result  now  ?  The 
overwhelming  mais  of  commercial  evidence  waa  entirely  in 
their  favour.  The  canxnt  of  mercantile  opinion  was  now  just  as 
strong  on  tlieir  aide  aa  it  had  formerly  been  jigainst  them.  What 
could  be  more  triamphaut  than  tbia?  What  could  be  raort 
tlendid  t^timony  to  their  accuracy  and  Boondnesa  than  the  fact 
lilt  they  had  converted  the  immen&o  hostile  majority  of  the 
comnierdal  world  ? 


113.  In  order  to  give  some  idea  of  this  remarkable  change 
in  opinion,  we  must  make  some  extracta  from  the  evidence  of  the 
wituetiscs 

Mr.  Donxiin,  (Jovernor  of  the  Bank,  said  to  the  Lords'  Com- 
mil^j  p.  Sil — 

**  The  advances  of  the  Bank  to  Government  upon  Exchequer 

mIIm  cannot  \>e  n?cull*d  at  tfie  pleasure  of  the  Bank.     But,  wiien 

>ney  is  lent  at  short  periods,  the  Dank  has  a  cnntrf»l  over  an 

B  of  circulation^  so  as  to  check  any  improper  speculation,  and 

tl»«  means  of  sending  bullion  out  of  the  country;  and  thus  the 

iJiuik  would  have  an  influence  over  the  Foreign  Exchanges" 

Are  yon,  then,  of  opinion  that  the  Exchangea  are  atVected  by 

VOL.  u.  F 
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the  iucrense  or  diminution  of  the  nomber  of  Bank  Notes  in 
circulation  ? " 

"A  scarcity  of  circnlutiDg  medium,  of  whatever  it  may  con* 
Bifit,  will  obh'^e  meixihants  tx)  draw  in  their  fnnds  from  forei*,'a 
countries,  and  the  Buperabundance  of  it  will  send  the  precious 
metals  out  of  the  country  " 

**  The  consecjueuccs  of  a  scarcity  of  money  would  be  to  force 
an  export  of  merchandise  and  manufactures,  which  would  reader 
the  Exchanges  favourable  to  this  country  " 
{Before  Commons'  Oommiifee.p,  82) 

**A  lessoned  circuhition  will  have  an  effect  to  render  the 
Exchange  favourable  ?  " 

**  Because  it  would  force  an  export  of  merchandise,  and  an 
export  of  merchandise  would  bring  money  into  the  country'* 

"  YoQ  have  said  that  a  contraction  of  the  issues  would  lower 
all  prices.  Are  the  Committee  not  to  understand  that  it  must 
lower  the  prices  of  gold  and  silver,  aa  well  as  of  all  other 
commodities?" 

"  I  apprehend  it  wonld  *' 

**  Assuming  the  course  of  Foreign  Exchanges  to  be  5  percent, 
against  this  country,  would  not  the  effect  of  a  diminution  in  the 
price  of  commodities,  clearly,  consequent  on  a  diminution  of 
issues,  be  to  restore  the  Exchanges  to  par  ?" 

*'  The  effect  would  be  to  force  an  exporti  and  thereby  raise  the 
Excliange  '* 

114»  Mr.  Pole,  Deputy-Governor  to  the  Bank,  said  to  the 
Lords'  Committee^  p.  35 — 

**  Whether  the  gold  appearing  to  vanish,  and  going  out  of  tlio 
country,  does  not  proceed,  in  your  judgment,  from  the  un- 
favourable state  of  the  Exchangee  ?" 

"Certainly" 

'*  Is  it  your  opinion  that  the  Exchanges  are  affected  by  the 
increase  or  diminution  of  the  circulation  of  Bank  of  England 
Notes?" 

*•  Inasmuch  aa  in  that  oaae  tlie  interest  of  money  becomes  so 
reduced  in  this  country  as  to  hold  out  a  beueficial  proKi)ect  to 
persons  in  sending  their  capital  from  this  country,  Ui  be  invi^tcd 
in  foreign  securities,  where  a  Imger  interest  is  made,  couhc- 
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quently,  a  debt  ia  cr«aU»d  from  this  oouutry,  payable  to  foreigQ 
?ottntries'* 

{To  Commons   CommUtff,  p,  85) 

**  Do  yon  think  ii  coiisiileruhlo  rctlnctiou  in  the  amount  of  yotf. 
paper  la&uea  would  affect  the  Exchange  ?  " 

"Ido" 

'*  Is  the  answer  yoQ  have  given  with  respect  to  the  effect  upon 
'Ihe  Exchange  of  a  reduction  of  the  issues  of  the  Bank  founded 
on  observation  and  eipcncnce  of  [uirticular  cases,  or  the  result 
of  reasoning  only  ?'* 

*•  Entirely  upon  reasoning  j  and  my  reasons  arc,  that  I  con- 
ceive it  would  c<:)mpc'l  iktsoub  to  withdraw  tliclr  ctipital  from  the 
continent  to  this  country,  on  pnrpo^  to  be  able  to  support  their 
own  paymeuta  " 

115»  Mr.  Ilaldimand,  a  director  for  ten  years,  but  at  that 
time  out  by  rotation,  s^aid  to  the  Ltmlii*  Committee,  p,  40— 

•*  I>o  you  conceive  that,  by  a  considerable  reduction  on  the 
part  of  tlie  Bank  of  the  amount  of  its  issues,  the  Bank  would  bo 
enabled  to  resume  with  safety  its  payments  in  cash  ?" 

*•  Most  decidedly  ** 

*'Are  we  to  ander&tand,  then,  that,  in  jonr  judgment,  the 
effect  of  such  a  reduction  of  its  issues  would  be  to  render  the 
Exchange  favourable  to  this  country?" 

**  I  certaiuly  have  always  coui^idered  the  amount  of  the  issues 
of  the  Bank  of  England  to  act  as  a  powerful  lever  upon  all  our 
Foreign  Exchanges,  so  as  to  regulate  their  rise  and  fall** 

"  I  conceive  the  Exchange  to  be  alfccted  by  the  aggrejrate 
•moant  of  tlie  issues  of  the  country  baiik^  and  Bank  of  Englaud 
p»per" 

**You  have  stated,  on  a  former  day,  that  you  always  con- 
ndened  the  amount  of  issues  of  Bank  Notes  to  act  as  a  [powerful 
lercr  upon  all  Foreign  Exchanges,  so  as  to  regulate  their  rise  and 
fall ;  do  yon  apply  this  to  the  price  of  gold  ?  ** 

•*Ido'* 

"  Do  you  ground  this  opinion  upon  reasonings  or  upon  what 
yoa  ba?e  observed  to  take  place  ?  ** 

**  I  have  grounded  my  opinion  formerly  upon  reasoning,  and 
loy  observation  has  since  jnstiJied  that  tipinion  " 
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tiif.out  and  practice  of  rankixo 


Th«  witness  produced  a  repart  of  the  Gk»Yernor  of  the  Bank 
of  Franc?,  detailing  a  commGrcial  crisis,  and  offering  very  gvton*? 
mid  c)enr  jiiool'  ttiat  an  ox«x*rr  of  pa[)cr  circulation  did  affect  both 
the  Kxrliaii<;oH  and  the  price  of  luillion 

**It  jippeuriTijr  from  the  accounts  hefore  ns  that  the  Exchangfes 
Wi^re  very  nearly  par  in  the  montli  of  Septenil^ier  last,  and  after- 
wixnh  iM^eame  more  unfavourable  than  they  had  \)een  since  1815, 
to  wimt  fh>  yctii  nseribe  the  great  depression  which  has  taken 
plaeo  since  that  time  ?  " 

••It  wonW  be  difficult  to  point  out  the  particnlar  circumstances 
inde})endeDf.  of  the  great  principle  of  the  depreciation  of  our 
l*ii[K"r  durriMicy,  which  affect  our  Exchanges  from  time  to  time. 
I  helii've  that  the  investments  in  foreign  stocks  did  for  a  moment 
produce  part  of  that  fall,  but  I  should  attribute  a  very  small 
part  of  it  io  that  cause,  and  fall  back  upon  my  principle  of  an 
ex(M'K.H  of  Curri^ncy.  I  most  certainly  believe  that,  had  the  Bank 
at  that  moment  I  keen  paying  its  notes  in  specie,  the  depression 
iilliulcd  to  wonhl  not  have  taken  place,  ^  ground  my  opiniofi 
on  what  I  observe  to  be  passing  between  other  countries  with 
regard  to  thoir  Exchange  operations.  France  has  at  this  minute 
marly  twenty  millions  sterling  to  pay  to  foreign  powei-s ;  and 
uhhough  thr(H>  payments  have  been  already  made,  and  the  whole 
are  to  Ih3  eomi)leted  within  27  months,  no  sensible  effect  h8S 
lici'ii  prtMlnce*!  n[)on  it«  Exchanges  with  other  countries  equally 
(myiiig  their  notes  in  specie,  such  as  Holland  and  Hamburg; 
nor  dwH  it  apfjear  that  any  inconvenient  diminution  has  yet 
trikm,  or  is  contemplated  to  take  place  in  the  Metallic  CorrQUcy 
fif  that  onnntry.  My  o|union  is,  that  a  very  small  portion  of  this 
ItiiK"'  fuivinent  will  l>e  made  in  RyH?eie  or  bulliou.  When  a  certain 
HhMiHuLol'  the  eirxnilating  medium  has  left  France,  the  remainder 
IV d)  rlw  in  value,  and  goods  fall  in  price,  when,  consequently,  it 
will  iM^eniue  moi'o  advAnt*igeou8  to  FVance  to  remit  the  remainder 
til  it#  j»r<Hbiee  and  manufactures  from  time  to  time'* 
(/h/otn  (\tfHmom**  Commiffp*'.) 

•♦  f  |i«ik  n(M»ii  thiH  fortH»d  reduction  of  the  issue*  of  the  Bank 
of  Kn«taml  «Mi  uiuvioiarv  iu  order  to  avtore  the  rest  of  the  piiper 
In  oinnilatMiu  t^  -•  in  g<»ld,  and  the  Exchnnges  to 

iij^r,     1  have  n»'  '  'Og  it  to  be  my  decided  opinion 

timt  Hi«<  Kxt^hnnifMi  would  be  n*J»tored  to  par  immediately  thA 
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Bank  resnmcd  its  pajments.  I  think  the  depressed  state  of  the 
Exchanges  arises  entirely  from  the  excessive  issue  of  Bank  of 
England  Notes.  I  have  never  heard  of  any  cuuulry  not  paying 
its  paper  in  specie  on  demand  where  such  paper  has  not  been 
depreciated  " 

'*Yon  are  understood  to  Bay,  it  is  yoar  opinion  that  the 
Foreign  Exchangefi  and  the  price  of  gold  are  principally  affected 
by  the  amount  of  issnes  of  Paper  Currency  ?  " 

''That  is  ray  opinion" 

"  What  reason  have  you  for  believing  that  the  circulation  for 
the  last  half-year  lx>re  a  greater  proportion  to  the  supply  required 
for  the  purposes  of  trade  than  the  circulation  of  the  last  half-year 
of  1817  ?  '* 

**  Because  the  paper  was  more  depreciated  at  one  time  than  at 
the  other ;  or,  in  other  words,  because  the  market  price  of  gold 
was  higher  at  the  former  than  at  the  latter  p<.iriod  " 

'*  Do  you  conaidur  the  price  of  gold  to  be  the  chief  criterion  by 
which  to  judge  of  the  excessive  issue  of  Bank  Notes  ?  ** 

**Ido** 

"  I  happened  to  be  in  Paris  in  October  last,  when  the  Bank 
of  France  reduced  ite  issues  upon  discounts  very  considerably  and 
suddenly.  The  issues  of  the  Bank  of  France  upon  discounts  at 
that  period  were  130  millions  of  francs,  which  was  more  than 
double  the  highest  amount  that  was  ever  previously  known. 
This  step  on  the  part  of  the  directors  of  the  Bank  of  France 
was  occasioued  by  the  following  circonistances.  The  Metallic 
Currency  was  leaving  the  country  in  all  directions,  owing,  in  all 
probability,  to  some  trifling  degree  to  the  over-issue  of  paper, 
partly  to  some  large  financial  operations  in  Russia,  and  partly  to 
the  enormous  payments  that  France  hml  engaged  to  make  to 
foreign  powers,  which  amounted  to  nearly  20  millions  sterling. 
The  Paris  bankers,  therefore,  anticipating  a  great  demand  for 
bills  upon  all  foreign  countries,  were  remitting  specie  to  meet 
the  drafts  which  they  intended  to  negotiate  to  the  agents  of  all 
those  foreign  powers,  with  a  small  advantage  upon  their  re- 
mittance. The  sudden  diminution,  however,  of  the  discounts 
of  the  Bank,  caused  the  Exchange  to  turn  in  favour  of  France, 
sad  immediately  paralysed  all  these  operations;  the  Metallic 
CiiiTeucy   m*ide  a  reti\>giiidu   ULOvement,  and   wait  i^^'stored  to 
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Paris  And  to  those  parts  where  the  greatest  distress  had  been 
fdt- 

"Too  hare  stated  that  you  attrihute  the  present  high  price 
of  gold  tihore  the  Mint  Price,  and  the  ucfaToarable  state  of  the 
Exchatjg\»,  to  the  excossive  issues  of  the  Bank  of  England,  in- 
tiaenciDg  therebr  the  general  pai»cr  circolatiou  of  the  conittry; 
hfAY«  jou  any  other  reason  for  deeming  the  issues  of  the  Bank 
of  Bnglnad  to  be  ezcessivei  except  tlmt  indication  which  von 
coUeoi   from   tike   pnoe  of  gold  and  the   state   of  the  Ex< 

"  I  MW  mm  kiiwa  eflkcte  produced  bj  anj  other  cause  in  any 
oMKiitiyiiitiiowgrid** 

^Is  Um  OHBOiillM  l»  wntertttd  joar  opinion  to  bc%  that  a 
lii^  prm  of  poM  and  •!  imfiavoimbfe  atate  of  die  E:£€hangQ 
inJ^  ia  Ibo  dMfeiktt  d  ibe  Sink  nf  Englaod,  to  lead  tt)  a 
rtt&B^m  of  tMr  imom  uua  Ihaft  Ugh  pnoe  of  gold  or  nn- 
h^mnUk  iMt  «if  bobai^  ■  Mdoeed,  if  not  to  par,  to  that 
pcice  AboftpirwyaliMMSttlfttotbe  expeeae  of  tmusfer  of  the 
pwcwm  iMWtah  tnm  nm  owaliy  to  the  other  * 

^U  Um  OmmuUm  I»  laditttMMl yovlo be  of  opinion  that 
iUi  i»  llw  tat  aEHlrioa  ftr  Uw  Btok  to  lonk  to,  whether  tbo 

^  I  0»awl»r  At  ■■■  iiiiillH  It  hoM  good  in  the  case  of  wai 

<^T«tt  itf»  a^  jgmAw  t^  ti»  fM  opeoinga  of  t)ie  Bank 
IhJM  ill  «iM«  HoMsa  Iht  Buk  M  Ml  wmltaaeoasly  contract 
Ai^MfitiMN^iyiiMlknMnapMiail  openiDg  wouM  in  no 

ti  awMrit  »  » t»  iiMMt  Hit  IIm 


will  alwap  fail 
ht  prmoualy  reduced 
of  the  Metaliio 

to  admit  no  other 
and  the  reduction 


'  gtrpiLliftt^yii  BttfBciMitly 
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Uie  precioug  metals  would  flow  into  the  country  from  every 
diiiec-tion — no  Act  of  Parlianient  could  stop  the  current  '* 

**  I  shonld  consider  it  a  breach  of  contract  for  the  Go?ermiient 
of  this  counti*y  to  ulLer  the  Mint  Price  of  gold" 

This  witness  entered  into  numerous  details  id  support  of  hia 
opinioiis,  which  would  bo  too  long  to  insert  here 


116.  Mr.  Wilh'om  Ward,  a  Bank  director,  a  cambist,  and 
Mediterranean  roerchaut.    Lords'  CommHtie^p.  GO — 

**  You  have  stated  that  a  reduction  of  four  millions  in  the 
amount  of  Bank  Note^  in  circulation  would  probably  produce  a 
favourable  turn  in  tlie  Exchanges  ;  do  you  found  such  an  opinion 
npon  rca.soning,  or  upon  having  observed,  as  a  cambist,  that  the 
diminution  or  increase  in  the  numerical  amount  of  Bank  Notes 
hm  usually  produced  corresponding  effects  upon  the  Exchanges, 
and  the  price  of  gold  in  this  country,  since  the  Bank  re 
striction?" 

**  I  ground  my  opinion  upon  reasoning ;  I  do  not  rely  upon 
the  numerical  amount  of  Bank  Not<*s  exclusively  " 

'*  Can  we  confidently  deptMid  upon  the  effect  of  a  reduction 
of  Bank  Notes  towards  iirodudng  a  favourable  Exchange  ?  " 

**  1  would  rely  upon  it  in  an  Exchange  transaction  where  my 
own  interest  was  at  stake  " 

(7*0  the  Commons^  Committee^  p.  73) 

**To  what  extent  do  you  conceive  the  rate  of  Exchange  and 
the  price  of  gold  are  affected  by  the  issue  of  Bank  Nutes  ?  " 

**  I  conceive  they  are  affected  to  a  very  considerable  extent, 
directly  or  indirectly  *' 

**Soppo8ing  the  other  causes  which  affect  the  Exchange  to 
operate  equally  at  two  diffei-ent  periods,  do  you  think  the  price 
of  gold,  and  the  rate  of  Exchange,  would  be  the  criterion  by 
wbich  yon  might  judge  the  adequate  or  excessive  issue  of  Bank 
Notes?" 

«Te8,  Ido»' 

•'  Under  a  system  of  cash  payments,  do  you  believe  that  the 
Market  Price  of  gold  will  ever  bo  permanently  above  the  Mint 
Price,  or  the  rate  of  our  Foreign  Excliaugt;a  more  below  par  than 
would  amount  t'O  the  expense  of  the  transmission  of  gold  Ixom 
Uiia  ooujjtry  to  the  Continent  ?  *' 
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"No;  the  Market  Price  would  not  exceed  the  Miut  Price 
pcrmincntly" 

"Tlicu,  would  the  liutik  ever  Lave  occasion  to  paj  more  than 
the  Mint  Price  for  the  gold  they  purchase  ?  ** 

"  I  conceive  they  would  not  have  to  pay  more  " 

117.  Mr.  Samael  Thornton,  Bank  director  for  thirty-nine 
ycuiu     Commons^  Commit  lee  ^  p.  85 — 

**Iii  regtdating  the  araonnt  of  their  i^sms,  by  what  principle 
ifl  the  coDiliict  of  the  Bank  of  England  guidud  ?  " 

*'  1  have  ulwuys  considered  it  my  duty  to  consider  the  fimouut 
of  the  Notes  out,  and  what  could  be  the  canse  ibr  a  call  for  an 
iriereane.  I  also  felt  it  my  duty  to  look  at  the  state  of  the  Foreign 
Exchanges  and  the  price  of  bullion  *' 

"  Jlave  the  gooduess  to  state  your  reason  for  thinking  it 
desirable  to  take  into  the  account  the  rate  of  Exchange,  and  the 
price  of  bullion,  in  regulating  the  amount  of  the  iasnes  ?" 

'*  It  must  be  obvious  that  if  tFiei-e  were  an  excesB  of  Bank 
Notea  beyond  what  was  required  by  the  trade  of  the  country, 
the  price  of  bullion  would  thereby  be  raised  ;  aud  I  am  rcady  to 
a<linit  that  it  would  have  the  same  effect  upon  the  Exchanges" 

118.  Mr.  John  Irving,  of  the  firm  of  Eoid,  Irving,  and  Co, 
Qfmmons'  CommiUe6f  p.  94 — 

'*  Putting  out  of  consideration  the  embarrassment  of  trade, 
which  might  be  occasioned  by  a  limitation  of  the  issues  of  the 
Dunk,  do  you  think  it  is  in  the  power  of  the  Bank»  by  aach 
liiuitrttion,  to  restore  a  favoiu-able  rate  of  Exdiange,  and  to 
reduce  the  price  of  gold  ?  ** 

"  I  am  of  that  opinion  " 

"Could  such  fluct nations  take  place  if  we  fx^sessed  a  Me- 
tallic Currency,  as  the  measure  of  our  Exchange  with  foreign 
c^iuntries  ?  *' 

•*Cerliunly  not" 

119.  Mr.  Holland,  a  partner  of  Baring,  Brothsri,  and  Oa 
«•  iii  what  dcgi-cc  do  you  ouusidcr  that  the  Foreign  Kxcbajigei 
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are  affected  by  the  increafie  or  dimimttian  of  Bank  of  Englund 
paper?*' 

"I  certainly  consider  that  the  Foreign  Exchanges  are  affected 
bj  the  increase  of  Bunk  of  England  paper" 

*'  Do  you  think  a  congiderable  redmaion  of  the  araoont  of  Bank 
of  England  paper  would  have  the  cH'cctof  rcsturiiig  the  Exchange 
in  favour  of  this  country,  and  of  preventing  a  very  considerable 
depression  ?  " 

**  That  is  my  opinion  " 

**  As  you  consider  there  would  be  no  great  fluctuation  in  tlie 
price  of  gold,  supposing  tlui  circulutiiiu  of  tliis  country  to  consist 
of  coin,  or  pai)er  convertible  into  coin,  to  what  do  you  attribute 
the  present  flactuations  ?" 

**  The  quantity  of  paper  in  the  market  is  greater  than  the 
market  can  bear.  If  it  is  thought  desirable  to  reduce  the  price 
of  gold  to  £8  17 s.  lOld.y  1  conceive  that  that  can  only  be  done 
by  a  rednction  of  the  paj>er  *' 

**  You  have  stated  that  action  and  re-action  wiU  bring  Ei- 
changes  round,  and  bring  gold  to  its  level  ;  if  that  is  the  case, 
in  what  way  can  you  account  for  the  circumstance  that  the  coin 
has,  from  the  beginning  of  his  prcanit  Miijcsty'a  reign,  ccaistimtly 
found  it8  way  out  of  the  country,  and  not  found  any  re-action  to 
bring  it  back  again  ?" 

**  If  the  Market  Price  of  gold  is  higher  than  the  Mint  Price,  it 
is  imi»t»8gible  to  keep  it  in  the  eouniry  '' 

"Would  you  not  think  one  of  the  circnnistancc^  that  would 
render  the  Exchanges  unfavourahle  to  thie  country,  and  raise  the 
price  of  gold  above  the  Mint  Price,  to  be  an  unfavourable  stato 
of  things  in  this  country,  or,  in  otlier  words,  a  balance  of  pay 
tnents  against  the  country  ?  ** 

**  No,  I  do  not ;  becanse  I  should  cali  gold  the  general  leveller 
between  all  commercial  nations,  and  that  it  invariably  brings 
back  the  Exchanges  to  their  proper  level,  taking  gold  against  gold, 
skA  the  standard  of  value  " 

**  If  the  Bank  of  England  paid  in  specie  upon  demand, 
do  you  K»elieve  tliei*e  ever  could  exist,  for  any  length  of  time, 
a  material  diifereooe  between  the  Mint  and  the  Market  Prioe 
M  gold  ?" 

**  Ihx;idedly  not  in  my  opiuioa 
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120*    Mr.  Thomaa  Tooke.    Lorda*  Commiite^^  jp,  168 — 
**  By  what  means  do  you  think  that  the  Exchanges  could  be 
reflU>rcd,  and  the  price  of  gold  reduced  ?  " 

*'  By  keeping  down  the  Bank  issues  of  their  notes  to  their 
pnwMit  amount,  and  judging,  by  the  course  of  Exchuiiu:©  and  of 
tlic  bullion  market,  how  far  any  fm^ther  reduction  might  Ixj  no 
wsftiiry  to  acoruplisli  that  object " 

*'  What  do  you  mean  by  our  circulntion  being  at  a  level  with 
that  of  other  countries  ?  " 

**  When  the  price  of  bullion  and  the  Exchanges  combined  are 
ttt,  or  within  a  trifle  of,  pur" 

"  Do  you  consider  a  favourable  course  of  Exchange  as  an 
Indication  that  there  is  not  an  excess  of  pajicr  issues?*' 

*'  If  that  stat^i  of  Exchange  is  of  any  coudderable  durutioUt  it 
ftlTorda  a  presumption  that  the  issue  has  not  been  excessive  during 
that  period,  but  the  only  undeniable  test  is  the  price  of  gold 
boiug  that  into  which  the  papur  is  convertible  " 

**  It  ftpj>eariiig  by  accouuta  before  the  Committee,  that  from 
the  1 8th  April,  1804,  to  the  17th  November,  1805,  being  eightwn 
months,  that  the  Market  Price  of  gold  was  uniformly  £4,  and 
that  during  the  same  period  of  eighteen  months  the  course  of 
Exchange  was  uniformly  in  our  favour,  are  you  of  opiniou  that 
during  that  time  there  was  an  excess  of  paper  issued  ?*' 

*•  Ujion  Uie  wliolc  I  should  answer  in  the  affirmative  as  I  have 
iH'fore  Maid  that  1  consider  the  price  of  gold  to  be  the  only 
iint^rring  test,  and  that  tlie  Exchanges,  even  for  moderately  long 
Intervals,  afford  only  a  presumption" 

"Htate  the  ground  upon  which  you  oonsider  the  price  of 
tmllion  us  a  surer  test  of  the  question  of  the  excefifiive  issue  of 
pajjer,  than  the  ooui-sc  of  Exchanges  ?  •' 

••  Because,  if  the  coin  be  jierfoct,  and  the  paiier  strictly  con- 
V«'rlil»liMnto  that  coin,  there  cannot  be  any  inducement  to  any 
individnul  (the  Bank  issuing  the  pajier  excepted)  to  give  more 
thnii  iS8  17**  lOj'f.  per  oz,  for  gold  of  the  same  standard,  while 
th<t  Exchange  may  be  inHucnct*d  hy  several  circumstances,  within 
tin*  limit**  in  time  in  whicli,  and  of  expense  at  which,  the  coin 
i\m\\\  be  brought  IVom  one  country  to  the  other  The  Exclianjre 
liiiiy  th(*r<ifore  lluctuate,  while  tho  price  of  gold  h?muina  etjAtiumvry** 
**  Do  you  mean  by  au  excess  of  paper  isaued,  not  an  exce^ia 


EVIDENCE    BEVOUE   THE  COMMITTEES 


75 


above  wliat  the  detimnd  of  internal  cximmeroo  may  require,  bat 
nn  excess  above  that  amount  to  which  you  think  the  paper  should 
bt!  reduced,  in  onler  to  bring  the  Market  Price  of  f^old  down  to 
the  Mint  Price  ?  " 

**  I  do  not  know  any  criterion  of  the  internal  demand  for  a 
medium  of  circulation,  but  that  amount  which  would  have  cir- 
culated if  the  Currency  had  consiated  of  coin  only,  or  coin  and 
p^er  convertible  into  coin  " 

12L    Mr.  Ricardo,     Lordi'  Commiile^,  p.  187— 

**The  Bank  has  always  the  power  to  regulate  the  price  of 
bullion  by  limiting  or  increasing  the  quantity  of  their  notes  " 
{Commons*  Committee^  p,  133) 

**Do  you  conceive  that  the  Paper  Currency  of  this  country  is 
DOW  excessive,  and  d<.'i»R'ciated  in  coiojjurisun  with  gold,  and 
that  the  high  price  of  hnlHoii,  and  low  rate  of  Exchange,  are  the 
cousequeucea  as  well  as  the  sign  of  that  depreciation  ?  " 

*' Yes  I  do" 

**  Then,  do  you  consider  the  high  price  of  gold  to  be  a  certain 
fiigo  of  the  depreciation  of  Bank  Notes  ?  *' 

**  I  consider  it  to  be  certain  sign  of  the  depreciation  of  Bank 
Notes,  because  I  consider  the  standard  of  the  Currency  to  be 
bullion^  and,  whether  that  bullion  bo  more  or  less  valtiable,  the 
paper  ought  to  conform  to  that  value,  and  would  under  the  system 
we  jiui-sued  previously  to  1797  *' 

*'  It  api^ears  by  the  accounts  already  referred  to,  that  the  price 
of  gold  in  this  country  in  April,  1815  was  £5  7^,,  and  in  April, 
1810,  £4  !».,  being  a  difference  of  from  25  to  30  per  cenL,  such 
price  being  always  measured  in  our  Paper  Currency ;  do  you 
know  whether,  during  the  same  period,  any  such  variatioa,  or 
any  variatiou,  in  the  price  of  gold,  took  place  in  France,  or  iE 
any  otlier  continental  country  ?  " 

"  It  appears  to  me  that  in  France  there  can  be  no  variation  in 
the  price  of  the  metal,  which  is  the  standard  of  the  Cnrrency, 
and,  with  resjicct  to  the  variations  in  the  other  metal,  which  is 
not  the  standard  of  the  Currency,  it  must  at  all  times  be  couliued 
to  the  variations  which  take  place  iu  the  relative  value  uf  the  two 
tnctals  generally  in  Europe  " 

^  If  theu  it  should  »p|iear  that  doriug  the  peritxi  referred  to 
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no  variation  whatever  has  taken  place  in  the  price  of  gold  in 
Paris,  would  you  infer  from  that  circunistatice  that  the  variation 
in  the  price  of  gold  between  April,  1815,  and  April,  ]81(;,  arose 
from  the  variation  in  the  vahie  of  paper,  and  not  of  gold  ?  " 

"Every  fall  in  tlie  prioj  of  the  standard  metal  is  immediately 
corrected  in  France,  by  a  reduction  of  the  amount  of  the  circu- 
lation; if  no  Bimilar  reduction  takes  place  under  the  same 
circM instances  in  our  circulation  there  must  necessarily  be  a 
redundancy,  and  an  excess  of  the  market  above  the  Mint  price 
of  gold ;  in  a  sound  state  of  the  Currency  the 
value  of  gold  may  vary  but  its  price  cannot " 

"The  variation  yoa  alluded  to  in  your  answer  to  a  former 
question  ia  what  yon  meant  by  the  depreciation  of  the  paper  in 
your  answer  to  a  question  before  put  to  you  ?  " 

"  From  whatever  cause  may  arise  the  difference  in  the  %^ttlne 
between  paper  and  gold  (and  I  have  enumerated  several), 
I  always  call  the  paper  depreciated  when  the  Market  Price 
exceeds  the  Miut  Price  of  gold  " 

**Do  you  consider  the  ditlerence  between  the  Market  and 
Mint  Price  of  gold  to  be  the  criterion  of  the  depreciation 
of  Bank  Notes?" 

"Strictly  so" 

**  Do  you  not  consider  that  coin  or  bullion  are  diatinguishablc 
fi'om  Bank  Not^s  in  this  important  itispect,  that  the  coin  or 
laiUion,  being  the  raedinra  of  ainvereal  Excbuiige,  operate  in  the 
nature  of  a  Bill  of  Exchange,  whereafl  the  liank  Note  does  not 
jiosBess  this  quality  ;  must  not,  therefore,  the  value  of  the  coin 
or  bttllion  follow  the  rfite  of  tlie  Exchange,  whilst  the  Bank  Note 
cannot  be  infiuenoed  by  such  an  operation  ? '' 

**  Certainly  ;  a  Bank  Note  not  payable  in  specie  is  confined  to 
onr  circulation,  and  cannot  make  a  foreign  payment ;  a  Bank 
Note  payable  in  specie  is  the  same  thing  as  coin  or  bullion" 

*•  May  not  this  distinguishing  quality  between  the  Bank  Note 
and  the  bullion  explain  the  difference  of  value,  without  its 
following  that  the  Bank  Note  is  depreciat-ed  for  any  purp^sr 
of  measuring  the  value  of  oommoditiea  within  this  country  ? 

•*No,  I  think  it  cannot;  the  term  depreciation,  I  conceive, 
does  not  mean  a  mere  diminution  in  value,  ^m^  if  mean»  a 
dimmiiM  relative  value  on  a  camparuon  with  somifthmff  wfdch 
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is  a  stanffard.  And,  therefore,  I  think  it  quite  pogsible  that  a 
Bnnk  Note  mar  he  depreciated,  althon{?h  it  «hf)uld  rise  io  value, 
if  it  did  not  rise  id  value  in  a  degree  equal  to  the  staodard,  by 
which  OQly  its  depreciation  h  measured  " 

"  You  have  stntt^d  an  opinion,  that  the  contraction  of  issue? 
of  pftjKjr  would  at  all  times  restore  the  price  of  gold  to  the  Mint 
Price,  and  render  tfie  Exchange  favourable  to  the  country;  sup- 
pcmn^  the  balance  of  i»aymeuts  of  tlie  country  to  be  against  db, 
in  wimt  manner  would  yon  have  them  paid  ?" 

**  It  appears  to  mc  that  a  reduction  in  tlie  nnioont  of  Currency 
may  alwayn  restore  the  price  of  hollion  to  the  Mint  Price  ;  but  I 
have  not  said  that  that  will  always  restore  the  Exchan^'e  to  par" 

122,  Mr.  Alexander  Baring,  afterwards  Lord  Ashburton. 
Lord$^  (hrrmtiftef^  p.  10 — 

♦•  la  it  your  opinion  that  the  Exchanj^ea  and  the  price  of  gold 
are  aflTcctrd  by  the  inereasc  or  diminution  of  the  circulation 
Of  the  Ni)ti'9  of  the  Bank  of  Kn^rlaud  ?  " 

'*  I  can  have  no  doubt  of  it  whatever ;  I  have  always  con- 
sidercd  the  price  of  bullion  and  the  rates  of  Exchange^  which,  for 
this  purixjse,  are  the  sfime  things,  dependent  on  the  paper 
circulation,  and  liable  to  be  regnlated  by  its  contraction  or 
expansion.  I  do  not  mean  to  say  that  the  Foreign  Exchanges, 
or  the  price  of  bullion,  would  vary  always  in  proportion  to  any 
alteration  in  the  amount  of  the  paix;r  of  the  Bank  of  England, 
or  even  of  the  paper  of  the  country  at  lar^^e,  because  there  are 
varioos  circumstances  which,  at  different  times,  vary  the  amount 
of  the  circulating  medium  requiixfd  for  the  use  of  every  country; 
and  sometimei?,  for  iustiiuce,  twenty-five  millions  of  Bank  pai>er 
maybe  too  much,  when,  at  another  period,  thirty  millions  may 
be  too  little.  It  is  the  great  defect  of  a  Paper  Cnrrency  that 
tt  cannot  adapt  itself  to  this  change  of  circumstances" 

"Arc  you  of  opinion  that  the  loans  wliich  have  been  con- 
trneU'd  for  in  Foreign  States,  i>articnlarly  in  France,  since  the 
peat^e,  have  had  an  niifavDuruVile  effect  upon  the  Exchanges 
of  this  country  ?  " 

*'Thc  circiilahnn  of  the  country  being  in  its  present  state, 
payments  abroad,  from  whatever  cause  arising,  must  have  an 
effect  upon  the  Exchange  " 
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*'  What  do  you  mean  by  the  present  state  of  the  circnlation 
of  the  country  ?" 

*'  I  mean  that  if  the  circulation  were  in  its  former  fitat© 
of  payment  in  specie,  that  uo  payments  abroad  woold  brin^^  the 
Exchanges  materially  below  their  par;  but  with  a  paper  which 
has  no  regulator  of  ita  value,  it  ia  andoubtedly  liable  to  depre- 
ciation by  foreign  payments,  as  has  been  amply  proved  in  the 
course  of  the  last  war  '^ 

'*  Were  you  at  Paris  at  the  time  of  the  great  crisis  of  the 
Bank  of  Paris  ?  " 

**I  was;  and  I  believe  the  iaiorfuation  contained  in  the 
Governor's  report  to  the  proprietors  in  January  last,  as  to  the 
effect  of  the  reduction  of  their  issues  uixjn  Foreign  Exchange*, 
and  upon  the  amount  of  bullion  in  their  vaults,  to  be  correctly 
stated.  The  effect  of  the  reduction  in  their  discounts  upon  the 
Exchanges,  and  upon  their  bullion,  seems  to  me  singularly 
applicable  to  the  present  question.  Their  bullion  was  reduced^ 
by  imprudent  issiies,  from  117  millions  of  franco  to  S-t  miliions 
of  francs,  and  luis  returned,  by  more  prudent  and  cautious 
measures^  to  100  millions  of  francs,  at  which  it  stood  ten  days 
ago" 

**  Are  we  to  understand,  then,  that,  in  your  judgment,  con- 
siderable importations  of  grain  in  years  of  unfavourable  haiTesta 
would  have  an  unfavourable  effect  upon  the  Exchange  ?" 

'*I  think  it  would  in  any  country  having  a  circulation  of 
paper,  not  payable  on  demand,  and  where  there  are  no  means 
of  contracting  its  am o nut,  so  as  to  perform  for  the  circulation 
the  same  office  which  a  sound  circulation  of  specie  would  do  for 
itself" 

**  Would  it  have  the  same,  or  any,  effect  in  a  oonntry  whero 
the  circulation  was  partly  of  specie  and  partly  of  paper,  con- 
vertible into  specie,  as  before  the  Bank  restriction  ?  " 

"I  think  that  no  demand,  however  pressing,  and  of  whatever 
nature,  would  make  such  a  fall  iu  the  Exchanges  as  would  exceed 
the  expense  of  the  truti sport  of  coin,  combined  with  the  risk 
of  the  violation  of  the  law,  so  long  as  a  law  exists  against  ex- 
porting the  coin.  This  opinion,  foundetl,  as  it  is,  upon  the 
principle  of  circulation,  is  amply  couhnned  by  the  uniform 
experience  of  this  country  before  the  restriction  of  caslk  payments, 
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of  every  other  coantry  with  which  I  have  been  ncqaainted. 
This  principle  has  been  put,  perhaps,  more  severely  to  the  test 
tvithin  the  last  two  yeara  in  France  than  in  any  other  instance, 
France  having  had  a  large  payment  to  make  abroad,  beyond  the 
apparent  means  of  her  commerce,  and  without  any  equivalcut 
return,  and  these  payments  having  prodnccd  no  derangement 
whatever  of  the  circnlation  of  that  country  " 

123.  Mr.  John  Ward,  general  merchant,  with  much  ex- 
perience in  money  opemtiona.     Commons'  Commitfefi^  p.  239— 

**  Is  it  your  opinion  that  tho  rate  of  Foreign  Exchanges,  and 
the  Market  Price  of  gold,  arc  alFected  by  an  increase  or  diminution 
in  tlie  amuiint  of  Bank  pa[jer  ?  " 

"Certainly** 

**  Do  you  think  it  wonld  be  in  the  power  of  the  Bank,  by  n 
reduction  in  the  amount  of  their  paper  issues,  to  restore  a 
favourable  rate  of  Exchange,  and  to  reduce  the  l^farket  Price 
of  gold  to  the  Mint  Price  ?  " 

**That  is  my  opinion" 

"Are  you  of  opinion  that,  under  the  reatnction  of  cash 
payments,  the  excess  of  the  Market  Price  above  the  Mint  Price 
of  gold  is  an  indication  of  the  Paper  Currency  being  depreciated, 
during  the  restriction  of  caah  payments  ?  *' 

"Certainly" 

'*  Is  the  amount  of  that  excess  of  the  Market  above  the  Mint 
Price  of  gold  the  measure  of  that  depreciation  in  your  opinion  ?*' 

"It  is" 

'*  You  have  stated  that  you  consider  the  pafier  of  the  Bank 
of  England  to  have  been  depreciated  by  excessive  issue ;  during 
how  hmg  a  period  do  you  consider  that  depreciation  to  have 
existed  ? " 

"  I  cannot  distinctly  state  for  how  long  a  period  noless  I  could 
oorapare  it  with  the  value  of  gold  " 

*'  About  how  long  ?'* 

"  So  long  as  the  price  of  gold  bullion  has  been  above  the  Mint 
Price" 


124.    The  above  extracts,  which  are  only  a  portion  of  tho 
evidence  given  by  the    great  majority  of    the  wttnesaisSy  are 
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sufficient  to  shew  the  extraordinary  change  which  had  takeo 
place  in  the  opinion  of  the  commcn^ial  world  since  the  Report 
of  the  Bullion  Cumraitteo,  with  respect  to  the  great  qneBtion 
of  the  connection  between  tlie  Paper  Currency,  the  price 
of  bullion,  and  the  Fureij^n  Exchanges.  The  old  opinions  bad 
scarcely  a  voice  in  their  favour ;  even  Mr.  Harman,  wha  had  on 
all  previous  occasions  been  the  stontest  antagonist  of  the  principles 
of  the  Bullion  Report,  was  considerably  shaken  in  his  opinion. 
Notwitlistandiu^S  however,  that  the  governor  and  deputy-governor, 
and  several  other  directors  of  the  Bank,  had  given  in  their  ad- 
herence to  these  doctrines,  the  majority  of  the  court  still  persisted 
in  the  old  opinions ;  and,  on  the  occasion  of  some  quustious 
having  been  sent  fur  their  consideration  by  the  Committee  of  the 
House  of  Commons,  took  the  opportunity  of  recording  publicly 
their  disapproval  of  the  doctrines  which  were  now  in  the 
ascendent.     On  the  25th  March  they  resolved — 

**That  this  coiu't  cannot  refrain  from  adverting  to  an  opinion, 
strongly  insisted  upon  by  sumo,  that  the  Buuk  had  only  to  reduce 
its  issue,  to  obtain  a  favourable  turn  in  the  Exchanges,  and  a 
consequent  intiux  of  the  precious  metals  ;  the  court  conceives  it 
to  be  its  duty  to  declare  that  it  is  unable  to  discover  any  solid 
foundation  for  snch  a  sentiment " 

126.  The  Report  of  the  Lords*  Committee  contented  itself 
with  recordiog  the  opinions  of  the  different  witnesses  upon  the 
great  question  so  long  agitated,  it  pronounced  no  judgment  of  its 
own  upon  the  soundness  of  the  different  views.  It,  however, 
was  very  decided  in  the  recommendation  to  return  to  the  ancient 
metallic  standard  as  speedily  as  could  be  done*  with  a  due  regard 
to  the  interests  of  commerce.  The  Committee  of  the  Commons 
expressed  their  opinion  that,  when  the  Exchanges  became  un» 
favourable,  and  the  Mai-ket  Price  of  gold  rose  above  the  Mint 
Price,  the  only  mode  in  which  the  Bank  could  have  retained  the 
coin  in  circulation  was  by  contracting  their  issncs.  And  they  said 
that,  however  the  Exchanges  might  have  been  affected  during  the 
last  and  preceding  year,  they  liud  no  reason  to  appreliend  the 
same  or  any  other  causes  could  continue  to  ailect  them  in  such  a 
degree  as  to  preclude  the  Bank  of  England,  by  a  constant 
reference  to  the  Exchanges  and  the  price  of  gold,  and,  when 
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■toamiy^  by  a  cnaiioiifi  reductton  of  their  Paper  Currency,  from 
paduiilly  fipproxi mating  its  value  to  tliai  of  ^old,  and  nitiniately 
ifritttAblighiag  and  maintaining  it  at  par.  Both  Houses  agreed 
in  reeonimeDdin<;r  that  after  the  Ist  February,  1820,  the  Bank 
ihoald  be  required  to  deliver  ^Id  of  stnudard  fineneas  in 
cpiaiUtttes  of  not  less  than  GO  ounces,  at  £4  U.  per  ounce  ;  that 
uflttr  thte  iBt  October,  1820,  the  rate  should  be  ixjdaced  to 
£3  19j».  Cii. :  and  after  the  Ist  May,  1821,  it  should  be  reduced 
to  the  Mint  price  of  £3  lis.  lO^d,  per  ouncty,  that  this  liability 
t«>  iHiy  in  bullion  shnuld  coutinue  for  not  U'>«  than  two,  nor  more 
than  three  years,  from  Ist  May,  1821,  when  paymenta  in  cash 
should  be  re&unied,  They  also  expressed  their  opinion  that  the 
great  d^ntruction  of  country  bank  paper  of  1810-17  had  been 
partly  instrumtntal  in  rediicincr  the  price  of  gold,  and  making 
the  Exchanj^es  favourable  cluring  that  fieriod.  That,  from  the 
nameroua  circumatancts  affecting  the  value  of  Bank  of  England 
|M|>eT — the  varjTing  state  of  commercial  credit  and  confidence — 
Ibn  fluctnation.'j  in  tlic  amount  of  country  bank  paper,  and  other 
xeaflona,  no  satisfactory  conclusion  could  be  drawn  from  the  mere 
nnmerical  amount  of  their  iagnea  at  any  given  time 

126.  The  Report  was  brought  before  the  Lords  on  the  21at 
Mm^9  1819t  when  a  petition,  signed  by  about  500  merchants, 
liankers,  and  others,  was  pixiaentcd  against  it,  on  the  ground  that 
the  exUinsive  contraction  of  the  Bank's  issues  in  so  short  a  time^ 
as  would  be  rendered  ncees8afy  by  it,  would  cause  general  em* 
barrasi^ment.  The  directors  of  the  Bank  communicated  a  very 
strongrepresentation,  containing  similar  views,  to  Lord  Liverpool, 
which  was  also  laid  before  the  Honse,  Lord  Harrowby,  however, 
that  evening,  broujjht  in  the  ministerial  resolutions,  which  were 
fcimed  in  acoordunce  with  the  Report,  and  the  last  of  which 
vta — '*  Tiiat  it  was  expedient  to  repeal  all  laws  prohibiting  the 
laelting  or  exportation  of  the  gold  or  silver  coin  of  the  realm," 
Lord  Lauderdale  moved  a  series  of  resolutions  in  opposition,  the 
principal  of  which  was  that  the  Mint  Price  of  gold  should  be 
altered  to  corre6|Mjnd  witli  the  Market  Price 

127,  The  resolutions  wore  moved  in  the  Lords  by  Lord 
Liverpool,  in  a  speech  of  singalar  cleameas  and  ability.    Every 
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word  that  be  uttered  told  with  crushing  effect  npon  the  conrse 
of  the  Qovernment  in  1810.  He  was  an  entire  convert  to  the 
principles  of  tJie  Bullion  Report,  in  tlieir  fullest  extent.  He  said 
that  the  three  chief  points  in  question  were,  whether — 1.  It  vins 
expedient  to  return  to  some  fixed  standard  of  value.  2,  Whether 
that  standard  should  be  the  ancient  one,  3.  By  what  means  it 
could  be  done.  That  the  first  point  was  the  most  important, 
because  it  would  be  found  that  all  the  upposition  to  the  measure 
wa^  simply  a  disguised  hostility  to  return  to  cash  payments  at  all. 
Mauy  considered  that  there  should  be  no  standard  of  value ;  but 
what  civilized  country  had  e?cr  acted  npon  this  principle  since 
the  world  began  ?  In  former  times  the  most  disgraceful  measures 
had  been  resorted  to,  to  depreciate  the  standai^d,  but  even  that 
was  not  so  bad  as  having  no  standard.  No  country  in  the  world 
had  ever  established  a  Currency  without  a  fixed  standai'd  of  value? 
it  might  be  gold,  silver,  copi>er,  or  even  iron,  but  it  must  be 
something  which  had  a  real  value ;  it  could  not  be  paper,  which 
had  no  real  value,  but  is  only  a  promise  of  value,  and  England, 
the  first  country  for  commerce  and  knowledge  of  political 
economy,  should  not  be  the  first  to  confer  on  any  body  of  men, 
however  pure  their  motives  and  conduct,  the  power  of  making 
money  according  to  the  suggestions  of  their  own  intei"e8ts. 
Policy,  good  faith,  and  common  honesty  called  on  them  to  return 
to  the  ancient  standard.  No  doubt  some  of  the  public  debts  were 
contracted  in  a  depreciattd  Currency,  but  yet  the  contract  was  to 
jKiy  according  to  the  ancient  standard,  and  they  must  udbcrc  to 
that  if  they  meant  to  act  honestly.  He  ridiculed  the  idea  of  the 
danger  or  difficulty  of  doing  so.  In  1816  gold  fell  to  the  Mint 
Price,  and,  when  it  was  quoted  at  £3  18«.  6rf.  in  the  public  Itst^, 
it  might,  in  fact,  have  been  bought  cheaper,  only  the  Bank 
determined  to  be  the  only  purchaser,  and  gave  that  price.  Siuce 
then  it  had  risen  to  C^  per  cent,  above  the  Mint  Price,  but  at  the 
time  he  was  siieaking  it  was  only  3  per  cent,  above  the  standard 
price.  A  noble  Earl  had  doubted  whether  it  \vm  in  the  Bank*s 
power  to  briug  gold  to  the  Mint  Price  by  contracting  Uja  issuea. 
The  question  was,  no  doubt^  somewhat  obscure^  but  the  Rej>ort 
would  slicw  that  there  was  not  a  single  practicnl  man,  even 
amont;  those  most  hostile  to  the  intended  measure,  who  did  not 
admit  that  a  contraction  of  the  Bank's  issues  must  nco.ssaril^ 
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haT©  the  effect  of  rendering  the  Exchange  favourable  to  this 
country,  and  of  lowering  the  price  of  bullion.  He  himself  enter- 
tained no  doubt  upon  the  pi>iut.  The  plan  projxtsed  by  the 
^teMoUiHons  guve  ample  time  fur  the  Bank  to  make  all  necessary 
prey»arfttions  without  injury  to  the  commercial  interests  by  too 
sudden  a  contraction.  The  Bubject  of  the  quantity  of  the  circu* 
lutiuj^  medium  necessary  for  commercial  transactions  was  one 
of  the  greatest  iniporttvnco ;  it  was  one,  however,  in  which  it  was 
imp«i88ible  to  fix  any  nice  proportion,  and  in  his  opinion,  the 
only  criterion  of  a  circulation  being  sufficient 
or  excessive  -was  to  be  found  solely  in  its  value 
when  compared  with  the  precious  metals.  The 
real  value  of  paper  could  (»nly  be  ascertained  by  its  convertibility 
into  §pecie.  If  that  test  was  adopted  it  made  little  difference 
what  the  circulating  medium  was  composed  of.  Tq  Lancashire  it 
I  '  iv  ,  •  '^(ed  of  Bills  of  Exchange,  which  was  found  to 
I  .  jtly  in  that  county.  If  any  country  or  district  was 
[irjw-v^'i^ed  of  real  and  substantial  wealthy  it  would  soon  find  a 
tirculating  medium  for  itself.  The  measures  proposed,  in  his 
opinion,  would  lead  to  no  inconvenience;  if  any  could  have 
arisen,  they  had  been  incurred  alretidy,  and  if  Parliament  would 
Btetuiily  adliere  to  the  course  recommended,  they  would  se©  the 
ancient  standard  restored  without  material  distiess  to  any  ona 


128*  Lord  Lauderdale  made  some  severe  remarks  upon  the 
BfcroDg  speech  made  by  Lord  Liverpool  in  favour  of  the  very 
doctrines  he  had  been  twelve  years  in  controverting*  Lord  King 
btartily  approved  of  the  resolutions,  and  especially  that  the  time 
was  fixed  by  Parliament,  when  the  Bank  should  resume  cash 
payments,  as  the  public  would  now  have  a  security  beyond  the 
di^Tetion  of  the  Dank  directors.  The  numeric^d  amount  of 
Bank  notes  could  be  no  guidanoe  for  the  amount  of  issues.  The 
only  rule  which  could  be  given  for  their  regulation  was  to  keep 
gold  at  the  Mint  Price.  This  was  the  only  check  on  the  vicious 
pmciioe  which  22  years'  usage  had  accustomed  some  to  consider 
aa  the  natural  state  of  the  Currency  of  the  country 

129.  Lord  Grcaville  spoke  with  great  eaniestneas  in  favour 
of  the  resolutions,  and  hia  sentiments  deserve  most  parLicuUr 
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attention,  because  he  was  one  of  the  Gftbfnet  who  orlginiilly 
proposed  the  Restriction  Act.  He  now,  however,  came  forward 
to  repeat,  in  the  most  emphatic  terms,  wliut  he  had  already 
avowed,  that  he  considered  the  restriction  as  one  of  the  greatest 
odamities  under  which  this  sufFerin^  (.'ouotry  laboured.  He  had 
frequoiitly  had  occasion  to  lament  and  deplore  the  part  which  be 
had  iiiiuveir  taken  on  its  original  proposition,  in  prolootring  it 
for  the  term  of  the  then  cxii^tinir  war,  Hanng  avowed  hia  error 
in  80  doing,  as  became  an  honest  maa»  at  the  commencement  of 
the  last  war,  and  having  foreseen,  but  too  truly,  all  the  misery 
that  followed,  he  felt  j^reat  joy  that  tlie  country  could  now  look 
forward  with  certainty  to  the  repeal  of  that  injudicious  and 
unfortunate  measure.  There  was  no  difference  in  principle 
between  the  excessive  igguea  of  the  Bank  of  England  and  thoee 
of  Austria,  Prussia,  and  Russia.  He  was  most  anxious  to  place 
on  record  his  opinion,  that  tlie  evils  of  the  restriction  had  far 
counterbalanced  its  good,  and  that  future  statesmen  might  know 
that  the  opinion  that  tliis  meaHiue  had  saved  the  countty  was 
not  unanimous.  He  hofied  it  ^vould  be  recorded  of  him,  as  hia 
decided  oonviction,  tliat  in  proportion  to  the  danger  under  which 
the  country  laboured*  was  the  impolicy  and  desperate  madness 
of  snch  a  measure  as  they  were  now  considering  how  to  rescind* 
Whatever  temporary  advantages  might  be  furnished  to  indi- 
viduals from  too  liberal  issues,  those  very  individuals  generally 
snlfeFed  tenfold  injury.  While  the  Bank  was  lending  money 
with  one  hand,  with  the  other  it  was  shaking  the  foundation  of 
contracts,  affecting  all  prices,  involving  the  country  in  distRiss 
and  individuals  in  ruin  ten  timee  greater  than  any  benefits  tliey 
oould  derive  from  liberal  isaaea.  Increased  bankruptcies  in- 
variably followed  increased  isiues.  The  miseries  of  1616  were 
the  sure  consequenceH  of  the  extravagant  issues  of  the  pro- 
ceding  year;  the  country  bank  paper,  which  was  not  propjn.^ 
up  by  law  like  Bunk  paper,  was  fearfully  depreciated  and  had 
involved  the  whole  kingdom  in  general  desolation.  Trade, 
commerce,  agricnltiin^,  the  classes  even  most  remote  from  any 
connection  with  the  paper  system,  found  themselves  suddenlj 
consigned  to  total  and  inexplicable  ruin.  The  gight  of  tliu  misery^ 
thus  caii8ed  would  fill  them  with  horror.  In  commeiT^^  as  in 
war,  there  could  be  but  one  sure  basis  of  muuogenient,  and  ili^ 
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a  Currency  regnfuted  by  a  standard  of  metallic  value.  Not 
that  metal  was  necG8sary  as  metalf  but  aft  pofisesfling  vohw. 
It  wa8  impossible  to  repi^esent  valuo  except  by  value.  For 
this  reason,  all  civilized  cuuutritis  had  ailojited  a  nieUlIic 
etandai'd.  The  original  names  of  the  divisions  of  money  in 
all  known  lanrjunfje'^  referred  to  the  weight  of  the  metnl.  It 
was  so  among  the  Hebrews,  the  Greeks,  the  Romans,  the  French, 
the  English.  The  pound  in  Engluud,  and  the  livre  in  France, 
were  originally  a  ponud  wtMglit  of  metal  The  weight  of  the 
meUil  had  been  diminished  in  each  country  in  the  c«  ins  tit 
different  periods,  but  each  case  of  such  reduction  was  .  fraud 
upon  the  people,  and  it  had  always  been  done  in  titnes  »f  dis- 
content and  turbulence.  It  was  attempted  to  be  done  in  the 
days  of  Edward  VI.,  but  the  advisers  of  tihe  measure  were  com- 
pelled to  retrace  their  steps  through  fear  of  an  insurrection.  It 
was  time,  therefore,  to  return  to  a  fixed  raeasnre,  and  to  }vut  an 
end  to  a  system  of  vai'iable  value,  when  every  one's  property 
was  at  the  mercy  of  a  body  of  individuals.  We  must  have  a 
Currency  established  on  public  faith — on  public  laws.  The 
depreciation  of  the  Paper  Currency  had  been  nearly  one  third, 
and  every  one  who  held  it  liad  lust  to  that  amount.  There  was 
no  disf^osition  now  in  any  class  to  deny  tfiis.  The  I>irect(.»rs 
of  the  Batdc  of  England  alone  refused  to  admit  the  principles  of 
the  Bullion  Report.— so  wiady  and  irrefrapibly  established  by 
that  great  man,  the  late  Mr.  Horner — a  report,  which  could  not 
be  read  witliont  instruction  and  admiration,  for  the  depth  and 
sonadncss  of  its  doctrines,  and  bitter  regret  for  the  premature 
loss  of  a  statesman  who  was  so  well  calculated  to  serve  and 
adorn  his  country.  If  the  Directors  would  only  now  Mieve  in 
the  Bullion  Report,  there  might  be  some  hope  of  them,  but  as 
they  did  not,  they  were  the  last  persons  who  should  be  left  to 
manage  the  Currency  at  their  own  discretion.  He  did  nr>t  believe 
in  any  calculations  as  to  the  quantity  of  circulating  medium 
necessary.  It  was  now  time  that  the  connection  between  the 
Government  and  the  Bank  of  England  should  be  dissolved.  It 
WBB  in  direct  violation  of  the  principles  upon  which  the  Bank 
was  founded.  They  must  revert  to  the  legitimate  standard  of 
tliia  country,  in  resjKict  to  its  currency.  It  was  not  the  value 
of  fcbat  currency,  but  the  value  of  the  met»l  by  which  it  waa 
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rej,ni]ate<l,  as  paper  was  i-e^lated  by  the  price  of  bullion.  In 
tlie  Hnllion  iti  jKirt,  which  liercafter,  he  did  not  doubt,  wouldi 
form  a  standard,  constant  and  unerring,  in  the 
politioal  eootiomy  of  this  country^  of  whose  extraordiDarj  merit 
he  WOB  not  awaro  until  lately,  this  subject  was  clearly  defined. 
He  gave  his  ciititxs  niiliiiiitcd,  and  unqoahfied  approbation  to  the 
ininiiitiTial  re»oliitionB 

130.  Sndi  are  short  ontlinea  of  the  gpeeches  of  Lord  Liver- 
pool mid  Lord  Grenvillo  upon  this  momentous  questiim,  which 
woll  dciiorvo  to  bo  studied  at  length  in  the  present  time,  when 
ntauy  of  the  lieresiieR  and  fallacies  they  combated  so  strongly  and 
oirnviniMuijly.  Rivera  springing  up  again  in  the  public  mind.  The 
rMi'lutions  wori  then  put  and  tigreed  to  without  a  division 

131.  The  roHolufciona  in  the  Commons  were  introduced  by 
Mr  Vrvlt  <*ti  tlir  *ilth  Mj»y,who  freely  owned  that,  in  conBcqaence 
of  tho  ovid(^iic!(i  hn  bad  heard,  and  the  discussions  npon  it,  his 
o|»init»nii  hatl  nndorgoue  a  material  change.  He  acknowledged, 
wii  liijut  ulianiu  or  remorse^  that  his  opinions  were  very  different 
now  to  wlmt  they  wero  when  he  voted  against  lilr.  Huruer's 
rDmilutlnn  in  1611.  Having  determined  to  dismiss  from  bis 
mhiil  all  former  impa^ssions,  and  the  memory  of  the  vote  he 
had  forniti'ly  givtMi,  and  to  give  the  question  his  unprejudiced 
and  undivided  attention^  be  bad  now  come  to  the  conclusion  that 
Mr.  lh»rnrr'ii  n^olutions  represented  the  true  nature  and  laws  of 
our  nitMie(4iry  ftyNtA»m.  Every  sound  writer  agreed  that  the  true 
•(andnrd  of  vnhie  consisted  of  u  definite  quantity  of  gold  bullion, 
A  i3(3rtiili)  Wtiifht  of  which,  with  an  improssion  on  it  denoting  it  to 
btt  of  tlmt  Odriaiu  weight  and  fineness,  constituted  the  only  tnio, 
In'  '*  ' '  -,  und  adequate  standard  of  value.  No  doubt  the  Baok 
W  .  i  ly  mvlvint,  but  did  it  follow  from  that  there  couhl  be 
Hu  iivnr.tMUt*  of  it^  i^pcr?     If  solvency  alono  was  a  snflicient 

IiitKif  thai  llu^nt  wjw  no  cxrcss  of  circulation,  the  tlieory  of  Mr. 
lUW  \VA«  iiiit,  and  tlio  laud,  as  wctt  as  the  funds,  might  be  safely 
|\w  '  '<     '  'iiin.     There  wu!*,  in  fact,  no  test 

ill  inirison  with  the  price  of  gold. 

At  lhi»  OaMk  liiwl  m  entirely  repudiated  the  principles  of  the 
lUdlioii  Uapoi(«  they  uuuld  not  bo  cspeeted  to  act  upon  them ;  it 
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iniirht,  therefore,  appear  necessary  to  prescribe  each  a  limitation 
of  ilielr  issaes  as  would  socure  tbe  power  of  the  Bank  over  the 
foreiflm  Exchanges.  He  himself  thonght  this  a  very  unwise  plan 
bet!iiii3e  it  de|>erided  bo  much  on  circumHtances,  whether  or  not 
tliei'8  was  an  excess  of  cin'ulation.  Them  were  ocmsions  when 
it/i/U  u*ax  rnlltd  a  run  on  tfw  Bunk  mu/fU  ba  arrested  in  iU 
ipjuriouB  eon  sequences  by  an  incrmm  of  its  issues.  There  were 
other  occasions  when  such  a  state  of  things  demanded  a  cnrtail- 
Dient.  In  the  year  1797,  when  a  run  was  made  on  the  Bank, 
hut  when  the  Exchanges  were  favourable,  and  tlie  price  of  gold 
bad  not  risen,  it  was  proved  that  an  extension  of  issues  might. 
by  r€«t<MiDg  confidence,  have  rendered  the  original  restriction 
^VIllleoe6Bary.  On  the  other  hand,  if  the  nin  was  the  eifect  of 
iTonrable  Exchanores  and  the  consequent  rise  in  the  price  of 
gold,  tbe  alarm  must  be  met  by  a  reduction  of  the  issoes.  It 
fWTf,  ihffre/ore,  impossible  to  prescribe  any  sjiecific  limitation 
ef  umus  to  be  bi-ought  into  ofjeration  at  any  period,  however 
remote.  The  quantity  of  circulation  which  was  demanded  in  a 
time  of  confidence  varied  so  materially  from  the  amount  which  a 
|x*nod  of  despondency  required,  that  it  was  an  absolute  iwi- 
jfossibilihj  to  ju  anij  circumscribed  amounts  He  said  that  the 
time  was  come  when  the  connection  that  exi.^ted  between  the 
Government  and  the  Bank  must  be  dissolved,  and  it  must  revert 
to  its  original  principle  of  busiuesa.  The  obstinate  opinions  of 
the  Directors  of  the  Bank  shewed  that  they  were  unfit  to  be 
trusted  with  the  management  of  the  pecuniary  interests  of  the 
British  commnnity.  The  House  must  resume  its  powers  which 
it  had  abdicated  too  long.  There  could  be  no  inconvenience  in 
compelling  the  Bank  to  pay  in  specie  at  the  JTint  Price.  They 
bad  done  so  from  177<>  to  1797,  and  the  price  of  gold  never  rose 
above  £3  lis,  Od,  But  it  w&^  said  that  it  had  since  risen  to 
£.5  2*.,  and  that  the  standard  was  variable.  The  fact  was,  we 
had  since  then  introduced  a  substitute  for  gold,  and  its  price 
waa  considered  in  relation  to  that  substitute.  Let  not  the  House 
be  led  away  by  any  calculation  to  mistake  the  price  for  tlie 
value.  Wiien  people  talked  of  gold  rising  iu/;n>P,  were  they 
pn^pared  to  shew  that  it  had  risen  in  i?itrinsic  value?  Let 
Ihera  not  talk  of  its  price  in  paper,  but  in  any  other  commodity 
of  A  real  and  fixed  value.    So  far  from  gold  having  risen  in  value* 


greater  abundauce  t>l'  Lhe  metal  itself,  and  pairtly  from 
tne  substitutes  that  were  ased  for  iL  A  very  prevalent  theory 
waa»  that  iustead  of  regulatinor  paper  by  the  vahie  o\'  gold— gold 
ahoald  l>e  regulated  by  the  value  of  pai>er.  This  waa  nothing 
IcHH  than  u  fraud  upon  the  public  creditor.  It  was  vain  to  think 
that  toreign  nations  could  be  imposed  npon  by  such  a  decseption. 
The  only  result  would  be,  that  after  the  public  creditor  had 
been  cheftted,  the  coin  would  be  debsu^ed.  The  only  course  was 
to  revert  to  the  ancient  standard  of  the  reiilm,  and  to  beware 
ol  i^rguQients,  which  were  not  only  fraudulent,  but  would  not 
ccoinpliBh  their  own  objects,  while  they  would  aggravate  present 
liniculties.  Every  deriation  from  the  ancient  prattice  would  be 
quoted  afi  a  precedent  for  a  more  extended  departure  from  tint 
^mtctice.  Under  future  difficnltiefi  the  conduct  of  their  ancttskora 
^ould  be  panegyrised  by  the  advocates  of  the  suspension  t>f  ca«h 
puymcnts,  and  rouclude  because  the  price  of  gold  had  risen  still 
lurther  in  its  rdation  to  paper,  that  the  principle  by  analogy 
ought  to  be  extended.  The  reHtorafcion  of  the  value  of  our 
Currency  had  always  been  a  striking  political  featui-e  in  tlie 
^jbistory  of  the  country,  and  an  object  of  the  most  earneet 
ilicitude  of  our  most  distinguished  atjitcsmen.  Three  periods 
were  especially  memorable  for  great  reforms  in  the  coinage — 
in  the  reigns  of  Edward  L,  Queen  Elizabeth,  and  William  III» 
These  ])eriodB  must  ever  be  regarded  with  pride  and  satirfaction. 

•They  were  of  much  greater  difficulty  than  the  present.  On 
Queen  Elizabeth*8  accession  the  coin  was  xedueed  to  ^  of  its 
nominal  value.    Under  Burleigh ^s  advioe  she  resolved  to  restore 

I  the  vahie.  Plenty  of  persons  dissuaded  her  from  that  idea, 
ilk'gin^  the  difHcnltiee  of  the  attempt.  But  Burleigh  maintained 
tliat  those  very  difficulties  should  constitute  the  motives  for 
perseverance,  as  they  must  raise  aud  establish  the  charaoter 
itf  iht  ooDutry,  and  inspire  its  enemies  with  respect.  The 
tjueen  had  nobly  pernevercd,  and  in  her  monumental  inscription, 
%\k»\'c  all  her  title*!  to  dtHtinetion,  this  one  ahooe  preeminent 
''Moneta  in  J  us  turn  valorem  reducta/'  He  then 
•loUilod  tlie  n*8t»>nition  of  the  coinage  by  William  HI.  The 
;iimenU  against  it  in  those  timc8  were  identical  with  tliose 
Used  against  it  at  Uie  present  time.    However,  fortunatijly,  the 
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firmness  of  King  William  and  Mr.  Montague  triumphed  over 
prejadiees  in  theory,  misconcoptions  in  rea«ouiug,  and  the 
greatest  financial  and  plitical  difficulties.  The  idea  that  this 
WPltry  owed  its  glory  and  military  honourB  to  an  inconvertible 
paper  currency  was  ridiculona ;  we  had  ai)undance  of  prosperity 
uid  military  glory  before  1797,  before  we  were  blessed  with  an 
inconvertible  Paper  Currency.  The  true  reason  of  her  difference 
from  other  States  was  that  she  always  kept  her  faith  inviolate. 
It  waa  this  that  cheered  the  coniitry  under  all  dangers,  and 
caused  her  to  exult  in  victory.  It  was  this  feeling  that  carried 
the  country  through  the  dismal  voyage  she  had  just  accomplished, 
and  now  that  they  had  reached  the  other  shore  in  safety,  let  them 
not  abandon  the  great  principle  wfiicb  had  supported  them. 
Erery  consideration  of  policy,  good  faith,  and  justice,  caUed  upon 
them  to  restore  the  ancient  and  permanent  standard  of  value. 
lie  allowed  that  he  had  once  entertained  views  different  from 
those  he  now  held,  but  he  had  given  his  mind  candidly  to  a 
re-investigation  of  the  whole  subject,  aod  he  fult  himself  bound 
to  state  honestly,  that  he  was  now  a  convert  to  the  doctrioea 
regarding  our  currency  he  had  onoe  opposed 

132.     Tlif  debate  that  followed  was  chiefly  oomposed  of  a 
strain  of  congratulation  and  rejoicing  at  the  course  adopted  by 
the  Government  and  approval  of  the  resolution*     Mr.  Tiorney 
was  averse  to  compliment  Mr.  Peel  too  much,  as  be  was  thei-eby 
only  complimenting  the  opinions  he  himaclf  and  his  friends  had 
been  advocating  for  many  years.     But,  nevertheless,  it  was  a 
source  of  sincere  pleasure  to  him  to  see  the  maxims  he  had  so 
long  been  contending  for  adoptc^d  as  true  poh'cy  by  the  House, 
especially  as  such   am|ile  justice  had   been  done   to  them  by 
Mr.  Peel,  who  now  avowed  them  for  the  lirat  time,     Mr.  Ricardo  j  j 
said  tluit,  when  the  directors  of  the  Hank  were  called  individually    f 
before  the  Committee,  they  fully  admitted  that  the  price  of  gold 
and  the  foreign  Exchanges  were  affected  by  the  amount  of  their   i 
issues,  but,  when   collected  as  a  court  they  resolved  io   direct  I 
opitoeition  to  such   opinions.     When  they  avowed  such  incon^  j 
aistent  opiuiuns,  and  after  tiie  experience  the  House  had  hud  of 
their  conduct,  it  wonld  be  the  highest  indiscretion  in  Parliament 
not  to  take  the  preparations  for  the  resumption  of  casli  payments 


90       THEORY  AND  PRACTICE  OF  BANKING 

oat  of  their  hands*  Mr.  Alderman  Heygate  wtis  almost  left 
alone,  to  adhere  to  the  opinions  of  Parliament  in  1811 ;  he 
maintained  that  no  depreciation  of  the  paper  did  exist  at  that 
time,  or  ever  could  exist.  However,  the  current  of  opinion  was 
so  strong  and  unaoimous,  that,  though  some  uniniporraiit  amend- 
ments wei'e  brought  forward,  modifying  some  details  in  the 
resolntions,  hot  not  at  all  denying  their  general  truth,  theae  wore 
all  withdrawn,  and  the  i-esolutions  were  passed  without  a  dis- 
sentient voice.  Sir,  Canning  declared,  amidst  loud  and  general 
cheering,  that  it  was  the  unanimous  determination  of  Parliament 
that  the  country  should  return  as  soon  as  possible  to  the  ancient 
standcird  of  value,  in  the  establishment  of  a  Metallic  Currency, 
The  bill  passed  the  Comnaons  with  little  further  remark 

133.  In  the  House  of  Lords  the  Marquis  of  Lansdowne 
rejoiced  at  the  introduction  of  the  Bill,  on  account  of  the  sound 
principles  of  political  economy  it  contained  by  recognising  a 
metallic  standard  as  the  only  safe  foundfdion  for  the  circulatiug 
medium.  It  recognised  the  great  principles,  that  the  price 
of  gold  and  the  Ibreigii  Exchanges  depended  upon  the  st^t^ 
of  the  Currency.  He  hoped  the  country  never  again  would  hear 
the  wild  theories  about  the  Currency  which  liad  been  so  prevalent, 
which  were  very  properly  stigmatised  by  the  bill  before  them, 
every  enactment  of  which  declared  their  falsehood.  By  acting 
on  those  ruinous  ideas,  the  country  had  been  burdened  with  an 
overwhelming  mass  of  debt  and  taxation.  The  Earl  of  Liveri>ool 
said  the  bill  had  met  with  no  opposition,  and  required  no 
defence.  The  chief  provisions  of  this  Act,  Statute  1819,  o.  49» 
were— 

1,  **The  Acts  then  in  force  for  restraining  cash  payments 
should  be  continued  till  the  lat  May,  1823|  when  they  were 
finally  to  cease" 

2.  ••  That,  on  and  after  the  1st  February,  and  before  the  Ist 
October,  18:?0,  the  Bank  of  England  should  be  bound,  on  any 
penou  presenting  an  amount  of  their  notes,  not  le^s  than  of  the 
value  or  price  of  60  ounces,  to  pay  them  on  demand  at  the  rate 
of  £4  i8»  per  ouacei  in  standard  gold  boJlion,  staui(^ied  and 
arsayed  at  the  Mint  " 

;$.    *"  That  between  the  Ist  October,  1820^  and  the  Ut  May, 
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1821,  it  nhonld  pay  in  a  eimilar  manner  in  f^'old  bullion  afc  the 
rate  of  £3  Ids,  Crf.  per  onnce" 

4.  '^That  between  the  lat  May,  1821,  and  let  May,  1823, 
the  rate  of  jjold  bullion  should  be  £3  17«,  lO^d,  per  ounce 

5.  "  During  the  first  period  above  mentioned,  it  ruight  pay 
in  gold  bullion,  at  any  rate,  less  than  £4  U.,  and  not  less  than 
£3  19^.  Gd,  |x?r  ounce  in  the  second  period,  at  any  rate,  less 
than  £3  19^.  6d.,  and  not  less  than  £3  17^.  lO^^A,  njwn  giviug 
three  days'  notice  in  the  *  Gazette,'  aud  fipecifying  the  rate  ;  but, 
after  doing  so,  they  were  not  to  raise  it  a^ain  ** 

6.  "These  payments  were  to  be  made  in  bars  or  in;^ots  of  the 
weight  of  60  oza,  each,  and  the  Bank  might  pay  any  fractional 
earn  less  than  40*.  above  that  in  the  legal  silver  coin  '* 

7.  "The  trade  in  gold  bulliou  and  coin  was  declared  entirely 
ftiee  and  unrestrained  " 

1S4.  In  conjunction  with  this  Act,  a  most  salntary  measure 
was  passed  (Statute  1819,  c.  7G),  to  put  a  stop  to  the  evil  which 
the  Bank  directors  themselves  allej^i.^d  had  brought  about  the 
cat^trophe  of  1797,  viz.,  the  enormous  sums  the  Government 
had  been  in  the  habit  of  demanding  from  the  Bank  by  way  of 
advances,  without  any  Parliamentary  security,  which  Mr.  Pitt 
had  80  grossly  aluised.  By  this  Act,  the  Bxtnk  was  forbidden  to 
make  any  advances  of  any  description,  without  the  express  and 
distinct  authority  of  Parliament  for  that  purpose  first  had  aud 
obtained 


135.  Thus,  at  length,  this  great  act  of  national  guod  fiiith 
WBB  accomplislied.  The  final  triumph  of  these  great  principles  of 
tmth  and  honesty  is  a  memorable  example  of  the  innate  power  of 
truth  to  gain  the  ultimate  victory  when  allowed  the  inestimable 
ft<lvantage  of  free  discussion.  No  one  of  ordinary  intelligence 
will  now  venture  to  deny  that  the  Currency  was  greatly  depreciated 
the  time  the  Bulliou  Committee  were  appointed,  and  if  the 
>in  had  been  degmdcd  to  the  value  of  the  paper,  it  would  simply 
have  been  a  national  bankruptcy.  An  amazing  amount  of  in- 
genious sophistry  was  employed,  no  doubt  much  of  it  proceeding 
from  honest  though  mistuken  conviction,  a  still  larger  p<:»rtion  of 
it  arising  from  the  supposed  interesta  of  commerce,  to  maintain 
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that  Bank  Notes  were  not  depreciated.  The  real  tnUli,  howeveTj 
was  discovered  by  Mr.  Thornton  and  Lord  King,  and  published 
by  them,  in  the  pamphlets  jillnded  to  abuvo.  It  was  unhesitatingly 
adopttd  by  the  greatest  statesmen  of  tbiit  day,  as  apiDcars  by  the 
Rejxjrt  of  the  Comuiittee  of  1804  ;  it  was  then  pronounced  more 
loudly  and  distinctly,  and  with  greater  authority  by  the  Bullion 
Committee  in  1810,  but  it  was  ridiculed  and  condemned  by  the 
great  majority  of  the  commercial  world,  nhose  wild  speculations 
it  had  a  tendency  to  curb,  and  rejected  by  an  iminense  majority 
in  Parliament  in  1811.  But  the  labour  wtis  not  wasted  in  vain. 
The  Beeda  of  truth  were  firmly  planted  in  the  public  mind;  the 
doctrines,  thus  despised  and  rejected  in  1811,  were  sifted  and 
di»cugKed  by  the  public  during  the  next  eight  years,  and  when  the 
next  discussion  upon  them  toi>k  place  in  1819,  they  had  obtained 
the  irresistible  ascendency  in  the  public  mind,  bo  that  they  were 
enthusiastically  adopted  by  Parliament  without  a  dissenting  Toioe 

136.  The  overwhelming  preponderance  of  mercantile  opinion 
in  1819  adhered  to  the  doctrines  of  the  Bullion  Report.  One 
body  alone  obstinately  ixjfused  to  be  convioced^ — the  majority  of 
the  Court  of  Directors  of  the  Bauk  of  England.  Six  of  their 
directors  had  given  their  evidence  in  favour  cf  tlie  new  doctrines; 
but  the  court  determined,  with  inveterate  pertinacity,  to  have  a 
last  fling  at  them,  and  passed  the  resolation  we  have  already 
quoted.  It  took  eight  years  longer  for  the  light  to  penetrate  tlie 
BtMik  parlour.  At  length,  in  1827,  the  Bank  was  at  last  coin- 
pelled  to  Btrike  ita  colours,  and  the  resolution  of  1819  was 
Bolemnly  expunged  from  its  books 

137.  When,  as  we  have  already  seen,  the  doctrine  of  the 
rise  of  the  Market  Price  of  bullion,  and  the  fall  of  the  foreign 
Exchanges  from  a  depreciated  currency,  were  so  well  understc^od 
by  the  merchants  and  Btatesmen  of  l61)G-07,  and  the  political 
economists  of  Uie  last  century,  it  may  be  interesting  to  inquire 
what  was  the  fallacy  that  so  long  imposed  ni)on  men  of  undoubted 
ability,  and  who  doubtless  held  their  con\n*ctions  in  perfect  good 
faith  and  honesty  ?  What  was  the  cause  of  the  great  degeneracy 
in  sound  doctrine  between   169C  and   1811,  so  that  it  l^ecame 

ry  to  argue  the  qnestion  from  ttu  very  foundnt  ions  ?    It 
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thifl»  that  the  men  of  1696  conld  see  that  the  coinage  did 
Dot  coataim  much  more  thau  half  of  its  proper  weight  of  buflion. 
But  the  men  of  1811  failed  to  see  that  the  Bank  note  could  onlj 
preserve  its  value  by  mainfcaining  a  certain  projwrtion  with  tlie 
MttaHic  Ciirrcucj,  That  an  eicess  of  quanfifij  of  the  notes 
diminished  their  value  relatively  to  gold ;  and  this  diminution  in 
the  value  of  the  promise  compared  to  what  it  professed  to  repre- 
Font  was  cxa<!tly  identical  in  principle  with  a  debasement  of  the 
coinage  by  alloy,  or  a  depreciation  of  it  from  deficiency  in  weight 
of  bullion.  When  the  Bank  note  became  the  meiw^ure  of  value, 
it  waa  imperatively  necessary  that  they  should  be  able  to  purchase 
in  the  market  the  weight  of  bullion  they  professed  to  represent 
When  bnlUon  rose  to  £5  10«.  when  paid  in  Bank  notea,  they 
were  eiactly  in  the  same  predicament  as  the  coinai^e  was  under 
William  III.,  when  it  had  lost  25  per  cent,  of  ite  wei<,'ht.  The 
diminution  in  the  weight  of  the  coinage  was  palpable  to  the 
tenses,  the  diminution  of  the  value  of  the  "promises  to  pay"  waa 
only  perceptible  to  the  eye  of  reason  and  intellig:ence,  and  long 
CAcaped  the  observation  of  men  who  conscientiously  disbtilieved  it 


138.  We  will  now  bring  this  long  but  important  discussion 
to  a  close,  by  obnerviug  that  the  gmnd  principles  of  the  Bullion 
Report  are  not  what  are  pi-operly  termed  matters  of  Opinion  at 
all,  but  of  Demonstration.  Persons  of  the  most  cxcelJent  taste 
and  judgment  may  entertain  the  widest  differences  of  opinion 
on  the  comparative  merits  of  various  poems,  or  pictures,  or 
pieces  of  music.  There  is  no  absolate  standard  of  truth,  which 
will  enable  any  man  to  assume  the  ottice  of  arbiter  on  any  of 
these  subjects  ;  at  least  none  has  yet  been  discovered.  Different 
poet«,  artista»  and  masicians  arc  most  in  harmony  with  different 
mental  constitutions,  of  which  there  is  no  unerring  standard  of 
excellence.  So  in  politics,  it  is  a  pure  matter  of  opinion  and 
judgment  which  is  the  best  form  of  government,  and  which  is 
ni06t  suitable  for  any  yiarticular  people.  But  the  principles  of 
tnooetary  science,  as  laid  down  in  the  Bullion  Report,  are  matters 
of  a  totally  different  nature,  thei/  are  matfen  of  pure  fjeometrical 
d^monittration.  They  are  no  more  matters  of  opinion,  in  tin? 
prc>}i€r  uensc  of  the  expression,  than  the  demonstrations  o/ 
Euclid  are  matters  of  opinion.    It  is  acknowledged  that  there  is 
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an  absolate  standard  of  trnth  in  saoh  matters.  There  are  many 
excellent  persons,  and  of  good  ability  in  other  respects,  whose 
mental  constitntion  is  such  that  they  never  can  follow  out  the 
train  of  reasoning,  which  establishes  the  truth  of  a  certain 
famous  proposition  in  Euclid.  But  we  never  heard  of  any  one 
writing  a  pamphlet  against  the  pons  asinorum.  Now,  the  famous 
doctrine  of  the  regulation  of  the  Paper  Currency  by  the  price 
of  bullion  is  demonstrably  true,  and  it  is  as  vain  to  write 
pamphlets  against  it  as  against  Euclid,  B.  I.,  prop.  5.  When, 
therefore,  a  modem  author  says,  ''the  fundamental  error  of 
Mr.  Huskisson,  and  the  Bullion  Committee,  on  the  subject,  con- 
sisted in  the  principles  which  they  laid  down  as  axioms,  that  the 
measure  of  the  depreciation  of  the  Currency  was  to  be  found  in 
the  diffierenoe  between  the  Market  and  the  Mint  Price  of  Gold" ; 
this  sentence  is  as  wise  as  if  one  were  to  say,  *'  the  fundamental 
error  of  Cocker,  and  subsequent  writers  on  arithmetic,  is  the 
principle  which  they  adopt  as  an  axiom  that  twenty-one  is  equal 
to  twenty-one";  and  when  he  says  a  little  further  on,  <' for  as 
Bank  notes  never  sank  in  value  compared  with  specie,  whatever 
party  spirit  may  have  affirmed  to  the  contrary,"  he  makes  a 
sti)  foment  which  there  ir  overwhelming  evidence  to  prove  to  be 
nntrot. 
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Table  shewing  ths  ehuf  vaTiatians  m  the  MarhH  Price  of  Gold 
Bullion  from  171)0  to  1811),  and  the  true  valm  of  the  Bank 
of  Etitfhind  £\  Note  during  the  Iicsfri^iion. 
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CHAPTER  XI 

FROM  THE   ACT  FOR  THE    RESU^rPTION   OF  CASH 
PAYMENTS  IN  1810  TO  THE  BANK  ACT  OF  1844 

L  The  great  Act  for  the  preservation  of  the  national  good 
faith,  the  restoration  of  the  measure  of  value,  was  accomplished! 
ttinidat  universal  applause ;  but,  unfortunately,  it  bad  no  flooner 
bucome  law,  thim  an  unusually  severe  and  long-continued  dis- 
titrbanoe  in  the  ordinary  proportions  of  supply  and  demand  in  a 
great  variety  of  prodactions  took  place.  The  violent  fluctuations 
in  prices,  which  necessarily  followed  this  great  derangement 
cansod  much  public  distress,  and  alforded  an  opportunity  for  the 
antuj^oniBtK  of  the  Act  of  1819  to  twijuire  such  strength  as  to 
induce  the  Governtneut  to  tamper  witli  the  Act  before  it  cam© 
Into  full  efifect 

S.  The  utter  prostration  of  all  the  great  producing  interests 
of  the  country  in  1815-16,  bad  caused  such  severe  dislioai  as  ta 
dinnniah  the  consuming  powers  of  the  people  to  an  enomiouA 
ttletit.  Th<*  imj)ortation8  of  the  great  articles  of  oonanmption 
in  1816  were,  in  most  cases,  not  half  what  they  had  been  in 
1^14.  In  1817,  when  the  general  prosperity  wa*  reviving,  the 
•hortnetw  of  the  supply  caused  a  very  general  and  rapid  rise  in 
prirca  of  all  winmoditieij.  The  inevitable  consequence  foUowud, 
■J>erulation  began  to  revive  again,  and  wae  much  fostered  in 
1818  by  an  expected  dearth  of  provisions,  A  long-oontinued 
-  from  May  to  Scpternl>er  was  6U]>|H>scd  to  have  destroyed 
(T  part  of  the  cropt>,  and,  as  imix^rt^L'd  produce  waa 
in  Usually  low,  the  prices  of  all  sorts  of  farming  produce  rose  to 
•Hi  I  xtravagant  h«*ight.  Enormous  importations  of  svheut,  added 
^*  the  homo  crop,  which  turned  out  considerably  Ixitter  than  waa 
^ptotidi  ct^"*^  rather  a  rod  action  in  the  price  of  that,  but  all 
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other  Bortfl  of  farming  produce  mounted  np  to  n  great  height, 
barJej  K^ing  at  63.^.  Sd.^  oats  at  35i>.,  bcnns  at  7C^.,  and  pea^s  at 
70j».,  in  December,  1818,  The  high  prices  thus  held  out  in  thi& 
oountiy  caused  importations  on  a  scale  of  enormous  raag^nitude 
at  the  close  of  1818.  After  de<lucting  the  quantities  re-exported 
the  imports  of  colonial  and  foreign  produce  were  more  than 
double  what  they  were  in  1816.  Mr.  Tooke  well  remarks  that 
before  anj  great  turn  in  the  prices  of  commodities,  there  is 
ustjally  a  pauae  of  more  or  less  duration  before  it  finally  declarer 
itself,  like  the  slack  water  at  the  turn  of  the  tide.  There  is  a 
period  during  which  saleii  are  difficult  or  impracticable,  when  the 
pricea  are  at  a  maximum,  the  buyer  refuses  to  submit  to  themj 
and  when  they  are  at  a  minimum,  the  seller  refuses  to  submit  to 
them.  A  strurrgle  of  this  nature  prevailed  through  the  autumn  and 
winter  of  1818-1 D,  and  just  as  the  Act  for  the  i^estoration  of  cash 
payments  passed,  the  fall  in  prices  was  decidedly  in  progress* 

8.  The  usual  conBequeuces  followed  these  extravagant  im« 
portations.  Importers,  trusting  to  the  prices  of  1817,  had  given 
orders  to  the  growers,  based  upon  these  prices,  and,  when  the 
crops  came  to  be  brought  to  market,  the  price  had  given  way. 
Failures,  accordingly,  were  numerous  in  1819,  both  in  England 
and  Iq  America,  the  necessary  consequence  of  a  transition  from 
high  prices,  (amsed  by  scarcity,  to  low  prices,  arising  from  excess 
of  supply.  Towards  the  autumn  of  that  year  commercial  credit 
had  revived.  The  great  importations  of  wheat  in  1818  somewhat 
reduced  the  price  in  1819,  but  it  stood  at  75».  in  August,  and  the 
average  for  the  whole  year  was  72«.  This  price  continued,  with 
a  few  fluctuations,  till  August,  1820,  and  at  that  time  wheat 
was  still  at  72*.  A  decided  and  unanswerable  proof  that  the 
disoaseions  in  Parliament,  and  the  Act  for  the  resumption  of  cash 
paymeuts,  had  no  effect  at  all  on  the  price  of  corn.  Although 
the  Bank  was  permitted  to  pay  its  notes  in  gold,  at  the  rate 
of  £4  Is*  per  onuce,  yet  they  were  actually  at  par,  as  the  market 
price  of  gold  fell  to  £3  17*.  lO^d.  in  August,  1819,  and  con- 
tinued at  that  rate  till  Jane,  1822,  when  it  fell  to  £3  lis,  <W. 

^  Tb»  iibol6  of  Kr.  Tooke'i  obaervAtiona  on  this  grett  erisU  nre  perfectly  in* 
nliuble,  and  mntt  be  read  at  len^  bj  trvTj  one  who  wuhea  to  ioim  4 
fitr  )ndgmeni  on  the  subject.— Vol.  IL,  pj.  fiO-lIS 
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And,  in  fact,  it  mESt  be  remembered,  that  for  a  great  part  of 
1816-17  the  note  had  been  within  a  few  peuce  of  par,  and  had 
not  varied  more  tlian  about  5  per  cent,  from  par  since  that  time 

4.  The  spring  of  1820  had  been  un propitious,  and  vegetation 
backward,  imtil  the  18th  of  June,  when  some  warm  and  very 
brilliant  weather  occurred  just  at  the  critical  period  of  the 
blooming  of  the  wheat.  In  July  some  wet  weather  excited  fears 
fur  the  crop,  and  the  prices  advanced  to  72*.,  bat  the  weather 
became  very  fine  in  the  beginning  of  August,  and  thenceforth 
oontinued  most  propitious  during  the  ripening  and  gatherbg 
of  the  harvest.  The  result  was  a  harvest  of  most  extraordinary 
obundance^  and  excellent  quality.  And  even  its  unprecedented 
•xnberance  did  not  become  fully  known  till  two  or  three  years 
afttrwm'dg,  when  it  was  not  yet  exhausted.  The  best  authoritiea 
cfilculHted  that  the  quantity  of  the  crop  of  1820  was  one  third 
above  the  average.  In  July,  1821,  wheat  had  fallen  to  5U.  from 
72t.  in  Attgust,  1819.  May,  June,  and  July,  1821,  were  cold  and 
wet,  and  the  harvest  very  late ;  wheat  rose  to  62«.  in  September, 
bub  the  quantity  produced  was  extremely  large,  and  the  quality 
very  bad.  In  consequence  of  the  enormons  unexhausted  stock 
of  ]8S0»  wheat  fell  to  50«.  at  the  end  of  1821,  and  to  42«.  in 
AitgiiMt,  1822.  The  harvest  of  1822  was  remarkably  good  both 
in  tiiiantity  and  quality,  and  was  got  in  early,  long  before  the 
procH'ding  ero(M  had  been  oonsomed*  In  addition  to  this,  the 
iiupurtatiunt*  from  Ireland  were  on  an  unprecedented  scale.  la 
1817  *:t>rn  was  obliged  to  be  exported  to  Ireland;  in  1820  and 
1811  1 11' land  exported  to  Enghmd  upwards  of  4,000,000  quarters 
of  Kruiu  of  all  sorts.  The  natural  and  inevitable  consequence 
of  thJN  was  an  imraouse  and  ruinous  fall  in  the  prices  of  all 
atfrloulturiil  produce.    Wheat  fell  to  S8«.  at  the  end  of  1822 

6*  The  aecumnlatioQ  of  treasure  became  so  rapid  in  the 
VnitlU  of  thu  Itank  in  1820,  that  early  in  1821  the  directors  felt 
lhi>iUM»Kc«  in  a  [lOHilion  to  rwamc  cash  payment«^  and  an  Act  was 

IMiiiKHi  it)  |»ernii(  them  to  do  so  on  the  1st  May,  1821,  instead  of 
II  IHYtl.  \iy  thu  lime  the  GoTernment  had  repaid  £10,000,000 
^t  Uto  debt  it  owed  to  iho  Bank,  which  all  the  witnesses  agreed 
^tti  0  nve«>i»nry  preliminary  to  enable  the  directors  to  contract 
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their  own  isBaes.  The  Statute  1821,  a  26,  enacted  that  the 
Bonk  might  resume  payments  in  gold  coin  on  the  2l6fc  May, 
If  21.  That  persons  offcrud  to  be  paid  in  coin  should  not  have 
the  right  to  demaud  ingots.  Tliat  if  the  Bank  did  not  offer  to 
pay  in  coin,  the  ri^rht  to  demand  ingots  should  continue.  The 
lai^t  im|jediiueiits  to  the  export  of  bullion  were  swept  away.  The 
Bank  was  bound  to  exchange  their  larger  notes  for  any  one  who 
demanded  it,  for  £1  notes  or  gold  coin,  but  they  had  the  option 
of  payment  in  goid  or  notea 

6»  The  extravagant  height  to  which  the  combined  effectn 
of  an  unusual  and  long-continued  scarcity  and  the  greatly  depre- 
ciated currency,  in  which  paymenta  were  made  in  1811  and  1812, 
bad  produced  the  most  extravagant  speculations  in  farming. 
Barren  wastes  were  reclaimed  at  an  enormous  expense,  which 
oever  could  have  been  repaid,  except  by  maintaining  corn  at 
famine  prices*  Bents  and  debts  had  advanced  in  a  similar  pro- 
portion, and  all  classes  of  agriculturists,  farmers,  and  landlords 
had  adjusted  their  expenditure  according  to  the  new  scale  of 
prices  which  they  expected  would  endure.  Pamily  settlements 
and  encumbrances  were  calculated  on  the  same  basis.  Imme- 
diately after  the  peace,  the  great  fall  in  the  price  of  all  sorts  c»f 
agricultural  produce,  both  from  greater  abundance  and  the 
desti'uctiou  of  the  rotten  country  paper  currency,  threatened  all 
persons  connected  with  the  '*  landed  interest"  with  general  ruin, 
and,  after  a  considerable  strug^He,  the  Com  Bill  of  1816  w*a8 
passed^  the  intended  and  eipectt^d  effect  of  which  was  to  prevent 
wheat  ever  fullinj:  below  80«.  a  quarter.  The  *'  lauded  interest " 
calculated  that,  with  the  "cost  of  production"  of  which  they 
considered  "  amt  '*  aa  a  necessary  element,  wheat  could  not  be 
grown  with  a  profit  at  less  than  80*.  a  quarter,  and  the  intention 
of  that  Act  was  to  secure  that  price  to  agriculturista.  Buoyed 
up  with  delusive  hopes,  and  firmly  believing  that  the  Act  had 
forever  nailed  np  wheat  to  80#,  a  quarter,  the  farmers  received 
a  fresh  stiumlua  to  speculation,  and  vast  sums  were  laid  out  in 
further  extending  the  cultivation  of  barren  wastes.  However, 
the  circumstances  we  liave  alrciidy  detailed  disappointed  all  thes-e 
calculations,  and  wheat  stood  at  88«.  at  the  end  of  1882  in 
stianoe  of  the  Act  which  said  it  ought  to  be  at  80>t. 
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7*  The  advocates  of  a  national  bankruptcy  had  been  in  euch 
ft  small  minority  in  1819,  that  they  scarcely  nttered  a  word  in 
Parliament,  ranch  less  attempted  a  division.  When  the  distress 
caiiged  by  the  fall  in  prices  began  to  pinch  some  classes  in  the 
country,  they  began  to  gather  strength  again,  and  commenced 
an  attack  on  the  Canvncy  Law  on  April  9,  1821,  This  attack 
proved  a  complete  failure,  being;  rejected  by  a  majority  of  141 
to  27.  As  prices  continued  to  fall  during  that  year,  the  distress 
continued  to  increase,  and  early  in  1822  a  Committee  of  the 
House  of  Commons  was  appointed  to  report  upon  the  subject. 
They  presented  their  report  on  the  Ist  of  April ;  but  it  did  not 
contain  a  word  impnting  the  low  state  of  prices  to  anything 
connected  with  the  currency.  They  attributed  it  to  the  nnpiieco- 
denied  abundance  of  agricultural  produce,  and  proposed  plans, 
for  affording  the  farmers  and  others  relief  by  temporary  advances 
of  Exchequer  biils,  until  the  glut  in  the  market  had  diminished. 
They  recommended  that  the  limit  of  SOs.  should  be  reduced  to 
70*.,  as  80*.  represented  a  higher  value  at  that  time  than  in  1815. 
In  the  debate  that  followed,  the  firet  symptoms  were  manifested 
of  the  determiuation  to  make  an  onslaught  on  the  Currency  Act 
of  1819.  But  Lord  Londonderry  ridiculed  the  idea  that  the 
currency  bad  anything  to  do  with  the  question,  and  said  Members 
had  only  wasted  precious  time  in  bringing  it  forward.  But  he 
declared  that  he  entered  his  most  solemn  protest  against  the 
purpose  of  these  Members  to  induce  Parliament  to  commit  the 
most  flagrant  deviation  from  sound  policy  and  common  honesty — 
a  breach  of  faith  towai'ds  the  public  creditor.  Could  a  British 
House  of  Commons  sanction  snch  a  measure,  it  would  relieve  no 
class  of  the  community ;  but  it  would  overwhelm  all  classes  with 
rain.  Were  it  possible  for  them  to  be  dishonest  and  base  enough 
to  listen  to  a  project  of  national  bankruptcy,  the  result  must  be 
most  calamitous.  If  a  Parliament  could  be  found  so  degenerate, 
and  a  people  so  destitute  of  honour  and  common  honeHty.  as  not 
to  start  at  the  idea  of  such  an  abandonment  of  prindplc,  the 
most  sordid  calculation  would  forbid  the  adoption  of  such  a 
measure 


8.    The  £1  note  issnes  of  the  country  bankers  in  England 
bid  been  suppressed  by  statute  1777^  a  SO ;  but  in  1797  they 
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ftgain  permitted,  and,  by  variouB  Acta  of  Parliament,  this 
permkslon  was  continued  till  two  years  ader  the  resomptioo  ol' 
cash  payments  by  the  Bank  of  Eugland.  By  the  ojioratiou 
of  these  several  Acts,  they  must  have  been  withdrawn  in  1825* 
Tlie  distress,  however,  which  was  attributtKl  by  so  nnmerous  and 
powerful  a  party  to  the  coutrnctioi]  of  the  currency,  was  employed 
to  indace  Ministers  to  relax  this  restriction,  and  country  baukera 
wcT©  permitted  to  continue  their  £1  notes  till  the  expiry  of  the 
Bank  Charter  in  1883.  (Statute  1822,  c.  70.)  In  order  to 
iuj prove  the  quality  of  the  country  bank  notes,  the  Government 
attempted  to  enter  into  De^otiations  with  the  Bank  of  England 
to  permit  joint  stock  banks  to  be  formed  at  a  distance  of  65  miles 
from  London.  The  Government  was  satisfied  that  if  joint  stock 
bonks  on  the  Scotch  system  could  be  formed,  it  would  add  much 
to  the  stability  of  public  ci'edit.  Lord  Londonderry  pronounced 
a  warm  eulogy  upon  the  Scotch  banks,  and  said  that  it  was  the 
wish  of  the  Ministry  that  a  similar  system  shonld  be  introduced 
into  England,  The  bribe  to  the  Bank  of  England  to  consent 
to  this  arran£,^ement  was  an  extension  of  their  Charter  for  ten 
jfeai-s.     But  tlie  negotiation  failed 

9.  The  attacks  upon  the  Act  of  1819,  thrown  out  in  the 
discussion  of  the  Agricultural  Distress  Report,  were  merely 
preparatory  to  a  formal  onslaught  on  the  Act  itself*  On  the 
11th  of  Jane,  1822,  Mr,  Western  moved  for  a  Committee  to 
inquire  into  the  effect  of  the  Act  upon  the  general  interests  of 
the  empire.  The  burden  of  his  speech  was  that  all  the  distress 
the  country  was  then  suffering  was  due  to  the  Act  of  181 9^  aud 
to  that  only,  which,  he  said,  had  made  a  violent  contraction  io 
our  currency  at  once*  This  assertion,  which  was  the  main  pillar 
of  his  nrguraent,  is  demolished  by  the  simple  fact  that  the 
great  contraction  of  the  currency,  and  the  restoration  of  the 
note  to  par,  took  place  in  181 G.  He  moreover  assumed  that  tfie 
currency  had  been  depreciated  ever  since  the  restriction  Act  in 
1707.  Mr.  ITuskisson  imniedlutely  folluwcd  in  a  speech  dc- 
lolishing  the  whole  of  Mr.  Western's  sophistries,  one  by  one, 
and  drawing  a  close  parallel  between  the  state  of  the  currency 
in  1696  and  at  that  time  ;  and  he  concluded  by  moving  the  same 
reaolatioa  that  Mr.  Montague  had  done  in  169G — '*That  this 
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Home  will  not  alter  the  standard  of  gold  or  silver  in  fiiieness» 
weight,  or  denomination.*'  After  ft  debate  of  two  nighte,  in 
wliich  wjvei-al  m»  rnhera  who  sufrported  the  motion  diaaYOwed  oil 
inteotioa  of  tampering  with  the  standard,  Mr.  Western'*  motion 
vtm  rejected  by  a  majority  of  19>i  to  30,  and  Mr.  Hnskisson'a 
AOUfUdiDCQt  agreed  to 

10.  It  wjw  etrongly  allowed  bj  one  party  Oiat  they  were 
comi»L'llL'd  to  pay  in  the  restored  ciuToncy  tlie  debts  they  had 
contracted  in  a  depreciated  one,  and  they  called  for  wliat  they 
were  pleased  to  term  an  "equitable  adjustment  of  contracts/* 
But  tlu^  argumt.'nt  was  futile,  as  they  knew  at  the  time  they  made 
their  contracts  that  Parliament  was  pledged  to  return  to  cash 
payments  within  a  very  short  period  after  the  termination  of  the 
war.  Moreover,  they  totally  left  ont  of  consideration  that  they 
hail  been  able  to  disclmrge  an  immense  amount  of  mortgages, 
bnrderiH,  Ac.,  in  a  d(4>reciated  cnrrency,  which  had  been  cou- 
trti(;tod  in  a  good  currency.  All  the  mortgages  and  amjuitiea  on 
landed  pro[>ert.y  which  were  contracted  before  the  great  de- 
pr<3ciation  of  the  currency  were  pnid  for  some  years  in  a  cnrrency 
85  |KM'  cent*  hm  valuable  than  at  the  time  of  the  contract.  Bnt 
Whiltj  iWm  d<«l)U)rs  clamoured  so  loudly  for  an  **  equitable  adjust- 
mont*'  of  contracts  grievous  to  themselves,  they  never  uttered  a 
whiiiper  indicative  of  their  wish  to  have  an  "equitable  adjust- 
ment of  those  coutructs  where  the  change  was  favourable  to 
theuiselves.  The  only  instance  recorded  of  any  person  making 
an  '* equitable  adjustment**  against  himself>  and  paying  his 
LTi'ditors  according  to  the  true  value  of  the  Bank  note,  was 
Lord  King,  who  incurred  bo  much  resentment  for  his  letter  in 
1811.  It  is  qnite  evident  that  such  a  one-sided  "equitable 
adjiifltment**  as  was  proposed  by  this  party  \^as  nothing  else  but 
robbery.  Under  the  double  stimulus  of  famine  prices  and  a 
depreciated  curnutcy,  the  rxmts  of  land  had  tripled  since  the 
Ix'i'iuning  of  the  war,  so  that  ]  •  which  were  mortgaged 

liolupo  it,  might  have  been  con 4  y  unincumbered  at  its 

ohiiii^    But  the  tinfortumiti*  laurt;.  11 1    ijunitantfi  were  paid 

iu  a  fixed  amount  of  depreciated  cuitvuiVj  iso  that,  when  prices 
ni««  to  meet  Uic  jlcpreciation,  they  were  clearly  mnlcUHl.  But 
|)f«7  had  no  pi}W(T(\tl  pnrtj  to  advocate  an  "equitable  adjust- 
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went"  in  their  favour;  and  it  la  quite  clear  that  bo  "equitable 
adjuBtment"  could  take  place,  unlesB  aH  these  payments  were 
included  in  it 

11.  There  was  one  perfectly  satisfactory  argument  to  shew 
that  the  low  prices  of  that  year  had  nothini^  to  do  with  the  act 
of  1^19,  namely,  that  the  prices  of  all  sorts  of  agncultural 
pTodnce  were  equally  depressed  all  over  the  continent  of  Europe 
from  the  same  cause.  The  fluctuations,  indeed,  on  the  continent 
WLTe  much  more  Tiolent  than  eren  in  England.  Wheat,  in 
Fnince,  which  had  risen  higher,  fell  lower.  At  Vienna  wheat 
which  was  114^.  in  March,  1817,  fell  in  September,  1819,  to 
19/.  Cd.;  at  Munich  wheat  fell  from  151^,  in  September,  1817, 
to  24*.  M.  in  September,  1820,  The  same  phenomena  were 
oljBerred  in  Italy.  A  similar  fall,  but  not  to  so  great  an  extent, 
took  place  at  Lisbon.  What  could  the  Act  of  1819  have  to  do 
with  these  places  ?  The  speech  from  the  throne,  in  France,  very 
properly  attribnbed  the  low  prices  to  the  enormous  abundanoe 
of  production 

12.  But  not  only  is  it  an  abeolotely  certain  historical  fact, 
that  the  Act  of  1811  had  not  the  remotest  connection  with  the 
low  prices  of  1822,  but  it  is  proved  by  the  most  overwhelming 
evidence  that  it  caused  no  wniraciicn  of  the  currency  at  alL 
Mr.  Turner,  a  director  of  the  Bank,  states — **  With  regard  to  the 
elTect  of  Mr.  Peers  bill  on  the  Bank  of  England,  I  can  state 
from  having  been  in  the  direction  during  the  last  two  years,  that 
it  has  been  altogether  a  dead  letter.  It  has  neither  accelerated 
nor  retarded  the  return  to  cash  payments."  And  Mr.  Tooke 
shews  most  conclusively  that  the  amount  of  the  currency,  so  far 
aa  it  consisted  of  Bank  of  England  notes  and  coin,  was  mnch 
brger  in  1822  than  it  had  be«n  in  1819.  That  this  Act  caused 
any  Contraction  of  the  currency  is,  therefore,  a  statement 
most  contrary  to  the  truth.  Its  only  efft'ct  was,  what  Parliament 
had  over  and  over  again  solemnly  pledged  itself  to  do,  to  fix  p 
time  for  the  return  to  cash  payments,  and  such  a  return  to 
payments  in  cash  w^ould.  by  its  own  natural  operation,  prevent 
the  extravagant  issues  which  the  Bank  had  made  daring  the 
restriction,  which  depreciated  the  note  80  per  cent.,  and  robbed 
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every  creditor  of  one-third  part  of  bia  property.  The  Act  of 
1H19  merely  restored  the  Bank  to  its  condition  before  1797,  and 
it  liccame  §ubjccfc  to  the  same  unerring  laws  of  nature  as  its 
directoi"8  hud  con  Tossed  it  felt  before  the  restriction 

13.  There  is  much  invidionsness  in  endeaTouring  to  fasten 
tfio  res [Kjnsibi lily  of  this  Act  upon  Sir  Robert  Peel,  aa  if  he  had 
had  any  cither  of  the  peculiar  merit  or  blame  of  passing  it 
thnint^h  Parliament*  The  Legislature  was  solemnly  pledged  to 
rcinni  to  cash  pjiyments  as  80oa  as  the  war  was  over,  while  he 
was  yet  a  schoolboy  in  the  junior  forms  of  Harrow.  Tliere  does 
not  appear  to  have  been  any  speaker  fantastic  enough  to  propose 
tftftt  tho  Bank  should  never  return  to  cash  payments.  The  Bank 
itw»lf,  of  ita  own  accord,  utteruptod  to  resume  payments  in  cash, 
In  IH17»  and  would  have  succeeded  in  doing  so,  if  it  had  not  so 
perviu-Ht'ly  rejet^tcid  the  principles  of  the  Bullion  Report ;  and  if 
it  had  not  been  owing  to  circumstances  which  disturbed  its 
inaitagomont  in  1816,  cash  payments  would  have  been  resumed 
wfnlc  Vw\  was  »till  in  that  unconverted  state  in  which  he  voted 
ftgainut  Horner's  resolutions  in  18 11.  So  far  was  he  Irom 
wiuvf^riing  rarliamcnt,  that  he  was  himself  one  of  the  latest 
conviTiw,  and  tlio  Ministry  conferred  great  honour  upon  him  in 
allowing  hin»»  while  yet  so  yntuig,  to  take  such  a  prominent  part^ 
and  ho  tho  niouthpicco  uf  the  unanimous  determination  of  the 
LeKiHlaturo 

14,  By  tho  beginning  of  182S  the  very  inferior  stock  of 
1881  had  l»een  chiclly  consumed,  and  the  crop  of  1822,  being 
iif  fur  imprHor  cjuality,  prices  began  slowly  to  rise,  and  the  spring 
of  M*.H<,  proving  very  bacbvard,  prioes  rose  rapidly,  so  that  in 
t\\\\M>  wht'ftt  itowi  at  C'ix.  (xl.  These  prices,  however,  tempted 
i\\t\  fUrmem  to  produce  their  long  reserved  stores,  and  an  unusual 
i|iianti(^  ItAving  thus  tieen  brought  to  market,  wheat  fell  in 
i       '  * '      •  '    but  tho  crop  turning  out  woiw  than  was 

a  little  at  the  end  of  tho  year,  but  they 
wtHV  iidii  ii«*  [n^r  vvwL  below  tho  ••remunerative"  80*.,  which 
rai'lUiiiiMd  had  httld  out  \o  farmers  as  the  point  which  should 
ho  liiiMri*d  tu  tlhuiu  It  is  A  fatourite  theory  with  many  persons 
ihal  tU^  riM  of  prioop  id  ldS3  was  owing  to  the  eitenaioa 
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oi  conntry  bank  issocs^  in  coiiaeqnence  of  the  Act  of  1622 
)loiiging  the  term  of  their  existence.  Such  a  suppositiooi 
iwover,  is  verj  decisively  negatived  by  the  evidence  of  Mr. 
Borgess^  secretary  to  the  committee  of  country  bankers,  before 
the  Committee  of  18:^2  (Report,  p.  414),  He  presented  returns 
from  122  conntry  banks,  forming  a  fair  evidence  of  the  whole, 
Aaauming  that  the  issues  of  each  bank  were  100  in  1818»  the 
isflues  of  the  whole  were  12,000  in  that  year,  and  the  following 
table  e3t.hibits  their  value  up  to  1825 — 
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Mr.  Tooke  also  shews  that  during  1823>  while  the  price  of 
wheat  was  rising,  the  prices  of  most  other  commodities  were 
fiilling,  from  which  eircumstances  he  very  conclusively  pro- 
Bounces  that  the  idea  that  the  variations  of  the  cnniency  had 
I V thing  to  do  with  the  prices  in  those  jears  to  be  utterly 
'onfounded* 


15.  The  continued  depression  of  prices  of  agricultural  pro- 
duce so  much  below  what  had  been  expected,  created*  no  doubt, 
much  distress  among  those  persons  who  were  hampered  with 
obHc:ations  they  had  entered  into  upon  the  scale  of  1811  and 
1812,  and  several  petitions  were  presented  to  both  Honaes  of 
Parliament  complaining  of  it.  Mr.  Western,  not  satisfied  with 
the  great  rebnlF  he  met  with  in  1822,  when  the  distress  was  far 
mure  severe,  again  endeavoured  to  induce  Parliament  to  disturb 

*  II  uxTUiiiig  ««ra  wanted  to  ahew  th«  utter  fallacy  of  the  ide*  thai  the  eon- 
traotiot)  of  tli«  ettrreuoy  had  anything  to  do  mth  the  low  prices  of  1823,  wq 
night  reftfr  to  the  present  price  of  wheat,  There  are  many  clamoara  of  a 
emtncted  eureney  at  preient*  and  yet  the  price  of  wheat  ia  neariy  90«.  per 
qimier:  in  the  Edinburgh  market  it  wa«  lold  at  104*,  a  few  waeks  ago. 
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the  settlement  of  1819.  He  introduced  his  motion  on  the 
11th  June,  1823.  It  may  be  as  well  to  take  notice  of  some 
of  the  leadiog  fallacies  he  brought  forward,  as  they  are  too  often 
repeated  even  at  the  present  day.  After  saying  that  great  varia- 
tions had  taken  place  in  the  value  of  the  currency  during  the 
preoediug  SO  years,  which  was  nnqoestionable,  he  said — 

**It  will  be  admitted  that  a  die^inution  of  vahie  followed  the 
suBpeiision  of  cash  payments  by  the  Bank  in  1797 ;  that  such 
diminution  continued  and  inereasi'd  during  the  latter  years  of  the 
war,  and  up  to  the  time  of  Peef.s  BUI;  and  that  Peel's  BiU,  whilst 
it  restored  the  old  metallic  cun-ency,  gave  to  it  the  value  which 
it  possessed  prior  to  its  suspeneion.  The  injustice  attendant 
upon  an  alteration  of  a  currency  in  any  way  cannot  be  questioned 
a  moment.  The  injury  that  was  done  to  creditors  by  the  Act 
of  1797  (the  origin  of  all  our  difficulties  in  regard  to  cnrrency) 
is  not  to  be  doubted,  but  my  position  is  that,  after  a  period  of 
twenty-two  years,  the  resumption  of  the  old  standard  could  by  no 
means  be  an  act  of  justice  or  retribution.  A  new  currency  upon 
a  new  standard  nccesearily  ceases  to  be  new  in  any  sense  of  the 
word  at  Bome  period,  and  an  old  one  revived  again  is,  to  all 
intents  and  purposes,  new  and  productive  of  all  the  same  effects. 
Is  twenty -two  years  such  a  period  as  shall  suffice  so  to  establish 
a  standard  as  to  make  recurrence  to  the  antecedent  aa  mischievoos 
as  the  adoption  of  the  new  one  ?  This  is  the  important  question  j 
and  I  answer  most  distinctly,  yes ;  and  that  jostice  required  ns  to 
establish  and  perpetuate  that  measure  of  value  which  had  been 
ao  long  cnrrent,  as  near  as  the  same  could  be  ascertained  " 

16.  The  Marquis  of  Titchfield  supported  Mr.  Western's 
motion,  but  made  some  caustic  remarks  upon  Mr.  Van^itturt,  and 
hit?  famous  resolutions  of  1811,  saying  that  he  might  possibly  be 
ridiculed  for  advancing  axioms  and  evident  truth — 

**  This  latter  danger,  however,  ho  should  make  bold  to  defy, 
Blieltering  himself  under  the  fact  that,  notwithstanding  all  the 
discussion  this  subject  had  undergone,  it  might  gtill  be  heard 
any  day  in  society,  from  persons  otherwise  intelh'gent,  that,  in 
their  opinion,  to  talk  of  the  depreciation  of  the  cnrrency,  must 
be  nonsense,  for  that  they  were  unable  to  comprehend  how  a 
pound  note  at  one  time  could  dif^r  from  s  pound  note  at 


8PEECH   OF  LORD  TITCKFIELD 


107 


another — that  a  pound  note  must  be  a  pound  note  always — ^tbafc 
it  was  impossible  that  the  same  piec«  of  paper,  with  the  same 
characteis  marked  upon  it,  should  be  more  valuable  at  one  time 
than  at  another;  and  when,  above  all,  tbe  famous  resolution  of 
1811  was  recollected,  he  thought  it  would  be  perfectly  excusable 
for  him,  even  in  that  assembly,  said  to  be  so  enlightened,  to  set 
out  with  the  matliematical  axiom  that  ^a  part  is  less  than  the 
whole*— an  axiom  which  now  that  the  late  Chancellor  of  the 
ixchequer  was  no  longer  among  them,  he  apprehended  no  one 
would  be  found  hardy  enough  to  dispute.  In  nientioning  the 
name  of  that  extraordinary  persou,  he  much  lamented  his 
inability  to  do  justice  to  the  merits  of  so  great  a  master  of 
reasoning  and  ehwiueucc,  which  so  confounded  the  philosophers 
of  1811,  by  unfnlding  to  his  ailrairing  audience  that  the  old 
favourite  axiom  of  Euclid  was  nothing  but  a  popular  deluBion, 
that  in  reality  a  part  might  easily  be  equal  to  the  whok ;  and 
that,  therefore,  there  was  no  reason  for  doubting  that  the  pound 
Dole,  which  required  the  aissi^tauce  of  eight  shillings  to  procure  a 
g:iinea,  was  equal  to  the  pound  note,  which  required  the  assist- 
unoe  of  but  a  single  shilling  of  precisely  the  same  Talne  with 
tfiose  of  which  eight  had  become  necessary.  That  great  man, 
for  his  singular  merits,  he  supposed,  or,  perhai)s,  for  their  un- 
worthiness  of  him,  had  been  taken  from  them,  and  bestowed 
upon  another  assembly,  which,  not  having  hfid  the  same  practice 
in  finaQce»  it  was  to  be  hoped  he  would  long  continue  to  enlighten. 
lie  could  not,  however,  be  said  to  have  finished  his  course  pre- 
ujuturely,  for  twelve  years  before  he  had  obtained  an  imperishable 
name,  by  placing  triumphantly  on  the  journals  of  the  House 
of  Commons  that  astonishing  resolution  which  had  deprived 
Euclid  of  his  ancient  and  long-acknowledged  reputation.  He 
wna  most  anxious  to  disclaim  all  personal  ill-will  towards  the  late 
Chancellor  of  the  Exchequer.  Indeed,  it  was  impossible  he  should 
be  under  any  such  impulse,  but  he  would  not  shrink  from  con- 
fessing that,  in  a  pt>litit:al  point  of  view,  he  could  never  hear  his 
nanje  pronounced,  much  less  pronounce  it  himself,  without  a 
ftcling  something  like  bitter  animosity,  because  he  considered 
that  minister  as  the  author  in  great  part  of  the  calamities  in 
which  the  landed  interest  of  the  country  was  involved.  He 
believed  that  few  parta  of  the  financial  administration  of  thai 
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period  were  exempt  from  much  and  well-merited  censure,  but  all 
the  other  measures  were  trifling  in  the  scale  of  mischief  com- 
pared with  that  fatal  resolution  which  ministerial  influence 
nnfortuuately  carried  in  the  House  of  Commons*  the  effects 
of  which  were  now  helplesslj  deplored,  and  which  would  so  long 
survive  the  name  aa  well  as  the  administration  of  those  with 
whom  it  originated.  The  mischief  of  that  resolution  might  be 
described  with  perfect  justice  in  a  very  fev?  words.  Its  effect 
was  to  blind  the  public  to  their  real  situation;  thereby  both 
promoting  the  evil  and  rendering  the  sufferers  less  capable  of 
guarding  against  it.  It  assured  the  public,  in  the  midst  of  a 
great  and  rapidly-increasing  depreciation,  that  no  depreciation 
existed.  The  Bank,  therefore,  went  on  fearlessly  adding  to  its 
iaauea,  which,  of  coarse,  increased  the  evil  by  increasing  the 
cause  of  it,  and  the  landlord  wont  on  with  the  cultivation  of  poor 
soils,  undertaking  ex|)ensi7e  iraproTements,  fondly  imagining  that 
the  additional  Bank  notes  he  was  receiving  were  additional  rielies. 
The  landholder,  never  suspecting  that  his  dealings  were  virtually 
in  a  lower  coin,  borrr^wed  fearlessly  sums  vastly  larger  than  he 
could  have  dreamed  of,  that  would  have  staggered  his  imagination 
if  he  had  had  a  suspicion  that  wheat  could  ever  be  at  Sii», 
a  quarter,  for,  while  he  was  receiving  liOs.^  he  took  for  granted 
he  might  safely  calculate  upon  hard  times  not  bringing  him 
lower,  perhaps,  than  7U».  or  80«. ;  and  thus  the  prudent  man, 
even,  was  induced  to  borrow  what  it  was  clear  he  had  now  no 
chaooe  of  paying  without  rain.  That  ever  memorable  House 
of  Commons  told  him  what  they  knew  to  be  false,  or  ought  to 
have  known,  that  the  pound  note  was  of  full  value,  when  ft  waa 
in  reality  depreciated  20  per  cent.  He  borrowed  pound  notes 
worth  l$s.  and  he  was  called  upon  to  repay  pound  notes 
worth  20*," 


17.  After  developing  these  ideas  still  further,  he  said  that 
in  currency  qtuinlibj  was  evciy thing;  for,  if  forty  millions  of 
notes  were  in  circulation  at  one  time,  and  eighty  millions  at 
auother,  while  the  transactions  of  the  country  remained  the  ^me» 
then  two  notes  would  be  required  to  do  the  duty  that  one  bad 
formerly  done;  and,  therefore,  the  currency  would  become 
depreciated  i  bat  if  transactions  doubled,  then  the  saone  quantity 
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of  currency  would  represent  the  same  iimoTint  of  tTaneactions, 
and  its  valae  would  not  be  aUerod.    He  eaid — 

**  Economy  of  mone>  was,  by  contrivances  to  spare  the  nse^ 
of  it,  according  to  the  d<.»seripbi>n  of  his  rigrlit  honourable  friend, 
by  Bubstitntions  for  the  preciona  metals,  in  the  shape  of  volnntaiy 
credit.  Every  new  contrivance  of  this  kind — and  every  one 
improved — had  that  tendency.  Whm  it  w<is  comidered  to  how 
great  an  extent  these  contrivanees  had  hpcn  practised  in  tkfi  various 
mades  of  verbal,  book,  and  circulating  credits,  it 
was  easy  to  see  that  the  country  had  received  a 
great  addition  to  its  currency.  This  addition  to 
the  currency  would,  of  course,  have  the  same 
effect  as  if  gold  had  been  increased  from  the 
mines" 

Lord  Titchfield  then  pointed  ont  how  an  excessive  quantity 
of  paper  caused  a  depreciation  of  it,  wliich  was  exactly  the  same 
thinjj;  as  a  depreciation  of  the  coinat^^e  from  a  deficiency  of 
weight;  but  he  afterwards  fell  into  the  extraordinary  error  of 
lying,  "The  Bank  notes  were  depreciated,  and  became,  there- 
'fore,  in  the  sitnation  of  clipped  or  debased  guineas,  which  state 
of  the  circulation  prevailed  from  1797  to  1819" 


18.  This  allecration  of  the  gjeat  depreciation  of  the  paper 
currency  during  the  whole  interval  from  1797  to  1819  is  the  uuly 
one  that  can  atford  the  smallest  ground  for  attack  upon  the  Act 
of  1819;  bat  we  have  shewn,  by  such  overwhelming  evidence, 
that  such  an  idea  waa  the  greatest  delasion  that  could  be  con- 
[.^ived.  The  Bank  note  sustained  no  sensible  depreciation  for 
iveral  years  after  the  Restriction  Act,  and  it  was  not  till  the 
great  mercantile  speculations  of  1808-9  that  it  became  seriously 
BO.  It  did  not  continue  longer  than  live  or  six  years,  and  rose  so 
nearly  to  par  in  1816-17  that  its  depreciation  was  insensible. 
If,  therefore,  Parliament,  in  1819,  had  gone  back  to  the  de- 
preciated standard  of  1813-14,  it  would  have  been  the  most 
nnjnatifiable  robbery  recorded  in  history.  It  would  have  been 
infinitely  worse  than  the  bankruptcy  of  any  continental  nation, 
gucn  as  Austria,  Russia,  or  France,  because,  when  they  declared 
themseWea  bankrupt,  their  paper  was  at  a  hopelesa  and  irre^ 
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deemable  discount,  and  they  hod  not  the  remotest  proepect  of 
ever  bringing  it  back  to  par.  Their  conduct,  therefore,  was  the 
result  of  sheer  necessity ;  they  were  driven  to  bankruptcy  only, 
when  they  were  irretrievably  insolvent,  bat  they  did  not  de* 
liberately  cheat  their  creditors  after  their  currency  was  restored 
to  par.  The  motion  was  rejected  by  a  majority  of  90  to  27,  and 
was  the  last  attempt  to  tamper  with  the  measure  of  value 

19.  The  harvest  of  18^23  was  deficient,  both  in  quality  and 
^antity^  and  prices  rose  considerably  in  the  beginning  of  1824^ 
dd  wheat  being  then  at  78*. ;  later  in  the  year,  however,  they 
declined ;  but  the  harvest  of  1824  being  also  inferior,  they  rallied 
•gain.  The  Bank  liad  for  some  years  been  accnmulating  treaaui 
to  meet  tho  antici|mted  deficiency  of  the  conntry  issues  expect 
to  follow  the  Hupprcssion  of  the  £1  not^s.  When  the  nnhapp] 
obaiigo  in  the  policy  of  the  Government  took  place,  this  great 
iiuount  of  bullion  was  rendered  comparatively  useless,  and  the 
eountry  bankn  began  to  extend  their  issues  in  IM^^  and  in  1825 
tliey  were  beyond  what  they  were  in  1818.  In  January,  1824, 
the  bullion  in  the  Hank  amounted  to  £14,200,000.  During  the 
pnoodini;  year,  an  adjustment  of  rents  to  meet  the  altered  state 
of  pric<*H  hiid  taken  place,  and  the  old  stocks  having  been 
uratlimlly  worki^d  off,  the  energy  of  the  people  bes^n  to  revive, 
*riie  enonnoua  amount  of  oasJi  in  the  Bank,  for  which  there  was 
nil  itiiiiu  diato  Uie»  enabled  the  Gk>vemment  to  carry  through  a 
givat  lluaneial  operation,  the  reduction  of  the  interest  upon 
Hvly  a  tpmrter  of  L>it)  national  debt.  The  Navy  5  per  centa. 
itt  redueed  to  1  per  cent,  and  the  4  per  cent,  stock  to  8^. 
Th<«  vaat  uperntion  had  a  very  cons^idcrnble  influence  in  car- 
iadinij  the  Ineonie^t  of  many  p^Tsons  who  could  ill  afford  it,  to  a 
Vi^ry  InoonViUiicnt  extent,  and  prepared  them  to  look  oot  for 

'    'V    invciitnieut«  for  their  money.    Notwithstanding 

(  ii]  »t*vt*n*  di^tresa  to  the  agricultural  portion  of  the 

s,  Mr.  Tuokc  sajs  that  the  trading  and  manufacturi!\g 
I  «d  iHH'*»r  Uen  in  a  more  a-gular,  sound,  and  satisfacttry 
(»  tli«  itUorval  trom  1S21  to  1824.    At  the  close  of 
:^,  the  Kini^  cctogiatulatcd  Parliament  on  the 
It  iif  nil  hraneheiji  of  our  commerce  and  mana* 
«,  «iii4l  \Aw  uradiial  abak'miut  of  agricultaral  distress 
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20.  At  the  close  of  1824  the  seeds  of  the  disasters  which 
ensaed  in  the  end  of  1825  were  sown.  The  Royal  speech  opened 
Parliament  with  the  same  strain  of  congratulation  as  had  closed 
the  preceding  Session,  and  the  same  coDgratulations  were  used 
at  the  close  of  the  Session  of  1824,  Towards  the  end  of  that 
jear  it  became  visible  that  in  some  of  the  leading  articles  of 
consumption  the  supply  was  falling  short  of  the  demand,  which 
gave  rise  to  a  spirit  of  speculation,  and  a8»  in  all  similar  cases,  a 
few  early  purchases^  which  were  snccesfiful,  induced  extensive 
imitation ;  and  at  the  end  of  1824,  and  beginning  of  1825,  this 
had  amonnted  to  positive  infection,  n umbers  of  persons  being 
induced  to  go  oot  of  their  own  line  of  business  to  speculate  in 
articles  with  which  they  had  no  concern  whatever,  but  induced 
by  represeotatioos  of  their  brokers  to  do  ao  in  the  hopes  of 
reahsiog  great  and  immediate  gains 

21.  Jost  at  this  period  occurred  one  of  those  events  which 
have  so  frequently  lui^ed  the  commercial  world  to  their  destruction. 
The  long  contest  between  Spain  and  her  South  American  colooies 
had  now  finally  terminated  in  favour  of  the  colonies.  We  have 
already  noticed  the  great  commercial  catastrophe  brought  about 
in  1810,  by  the  extravagant  speculations  on  the  opening  of  the 
Brazils  to  firilisb  trade.  Precisely  the  same  course  occurred  ia 
1824.  The  recognition  of  the  independence  of  the  South 
American  States  and  Mexico  opened  out  a  boundless  field  for 
Q^eoulattoD,  and  the  consumption  of  British  manufactures ;  and 
tidM  spirit  of  spectilation  was  aggravated  to  the  utmost  by  the 
visions  of  countless  wealth  which  was  to  be  extracted  from  the 
gold  and  silver  producing  countries,  and  immense  schemes  were 
formed  for  working  the  mines  with  British  capital.  However, 
the  long  struggle  for  independence  had  inspired  the  British  people 
with  much  sympsitliy  for  the  juvenile  republics,  and  when  they 
wanted  to  borrow  money  to  support  their  public  credit,  the 
British  were  only  too  eager  to  lend  it.  It  is  alleged  that 
£150y000,u0U  of  British  capital  was  sunk  in  difTereot  ways  in 
Mexico  and  South  America 

22.  Although  the  symptoms  of  a  coming  mercantile  cataa* 
trophe  were  plainly  evident  in  the  beginning  of  1825,  the  speech 
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^  into  Ihe  King*s  mouth  declared  the  atmost  gratificatioQ  at 
tht  co<DtiQuanoe  and  the  progressive  increnfie  of  the  public 
pniBfienijr.  **  There  never  was  a  period,"  it  aaid,  **  in  the  history 
of  thie  ooantry,  when  all  the  great  interests  of  the  nation  were 
ll  Um  noM  time  in  so  thriving  a  comlitiou,  or  when  a  feeling 
if  oootetit  and  aatisfactiun  was  more  widely  diffused  through  all 
flliurn  of  the  British  people/*  The  speech  of  Lord  Dudley  and 
Ward  waa  extcilj  in  the  same  strain.  After  contrasting  the 
nflhffiiigft  the  Hfttion  had  gone  tlirough,  during  the  last  30  years, 
Im  Slid  il  wta  hiB  good  furtuue  to  ask  their  lordships  to  oirry  to 
Mm  fool  of  tho  throne  their  unmixed,  and,  he  hoped,  their 
ooagrmtnlations,  upon  a  Btate  of  prosperity  such  as  he 
ttneqnallcd  in  this  country,  and  had  never  been 
in  ftnjr  igti  or  nation.  And  yet,  though  the  \rhole 
in  this  strain*  no  sooner  was  it  ended  than  the  Lord 
OilM  tho  attention  of  the  House  to  the  dangerous 
la  vUoii  Iha  aa&la  for  joint  stock  companies  had  gone, 
ittd  mM  lit  would  move  Ibr  leave  to  bring  in  a  bill  to  restrain  the 
■HHm^  Within  MYon  Wtrks  after  that  Lord  Landerdale  called 
tilt  itltOitfon  of  tlM  Boom  to  the  **  fury  for  joint  stock  companies 
Uliloll  iMid  lakiB  yo— iirni  of  the  people/'  and  said  that  the 
iimdy  Mb^idbed  for  amounted  to  £200,000,000 


Tlio  MK>^Mug  tatraet  from  the  Annual  Register  of 
a  MilMoill  daaortption  of  the  rising  of  the  Joint 
timk  tOMi)»Mi]r  wania.  Aflar  atatsng  that  the  *' mines  of 
Hltjc^^  wm  a  Jf^nm  which  ofiened  visioos  of  boundless  wealth 
la  ll»  tmfillirti'W    uid  how  the  mania  spread  from  foreign 

inlityiliiii  tT  'htni '*^  nr  ' 

Httt  &U  th^vft  «fiMillatioiia»  oqIt  a  small  instalment,  seldom 
^gj^  ul,,  wa^  paid  at  first,  so  that  a  very  moderate 

•'"  -*:itta  pfodiioed  a  large  profit  on  the  sum 
()ilaaeO|  ihatvB  of  £loo  on  which  £5 
'. .  ^  \/,imti  |mmU.  i\w^  I*  a  |A(«Miiam  of  £40y  this  yielded  on  every 
^^^  ^  yii^iKi  v.iLiikl  ti»  eight  lines  the  amonnt  of  the  money 
^1^  ^  ^  This  poesiUUty  of  enonnons  profit,  by 

'     :  to  be  resisted. 


Ijlll^  ^  vere  oonstaotly 

liaaU  of  cveiy  de^ 


CAUSES   OF  TOE   CRISIS   OF    1825  113 

rtcnption— the  credoloue  and  the  suspicious— tlie  crafty  and  the 
bold — the  raw  and  the  exjDerienced — the  intelligent  and  the 
ignornnL— princes,  nobles,  politicians,  placemen,  patriots,  lawyers, 
phy&icians,  divines,  philosophers,  poeta,  intermingled  with  women 
all  ranks  and  dejprees — spinsters,  wives,  and  widows,  hastening 
venture  some  portion  of  their  property  in  schemea  of  which 
Bcaruely  anything  was  known  except  the  name  " 

As  a  specimen  of  the  madness  of  the  speculations,  we  may 
quote  the  prices  of  mining  shares.  The  An^lo-Mexican,  on 
which  £10  was  paid,  were  at  £43  on  December  lOtb,  1824 ;  on 
the  llth  January,  1825,  they  were  at  £150-  The  Real  del 
Monte,  with  £70  paid,  were  at  £550  in  December,  and  at  £1,350 
in  January,  and  others  in  similar  proportiona.  The  prices  of 
most  other  commodities  doubled  and  tripled 

24.  Now,  what  was  the  conduct  of  the  Bank  of  England 
during  this  period?  The  bullion  which  stood  above  £14,000,000 
iu  January,  1824,  was  reduced  to  £11,000,000  in  October,  1824. 
The  exchange  on  Paris  had  been  falling  efer  since  the  close  of 
1823.  The  last  time  it  was  above  par  was  in  June,  and  since 
then  the  fall  had  been  continuous.  The  decrease  in  bullion  had 
bei'U  steady,  uniform,  and  rapid  ever  since  March.  Now,  when 
it  was  known  that  immense  sums  were  leaving  the  country,  and 
the  exchange  falling  lower,  what  did  the  Bank  do  ?  It  increased 
ita  isBties.  During  the  mouth  of  October,  1824,  they  were  in- 
ereased  £2,300,000.  When  every  consideration  of  common 
eense  and  prudence  demanded  a  rapid  contrudion,  when  the 
speculative  fever  was  plainly  declared,  instead  of  doing  what 
tijey  oonld  to  check  it,  they  added  fuel  to  the  flaraea  But  the 
directors  seemed  determined  to  set  all  the  principles  of  the 
Bullion  Report  at  do  fiance;  and  the  drain  upon  them  proceeded 
with  increased  severity.  In  April,  1825,  the  bullion  was 
diminished  by  upwards  of  £4,000,000,  and  their  issues  were 
£»,r>00,000  higher  when  they  had  only  £6,650,000  of  bullion 
than  when  they  had  £14,000,000 

26.    The  speculative  fever  was  at  it«  height  in  the  first  four 
mouths  of  1825^  when  it  had  spent  Its  force  and  came  to  an  end 
VOL.  IL  1 
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in  the  natural  course  of  things.  Vaat  nmnbers  of  pereons  who 
had  embarkud  in  these  wild  schemes,  with  the  hope  of  fioUiiig 
oat  of  them  before  the  inevitable  crash  came,  were  now  called 
npon  for  their  Bobscriptions.  Vaat  quantities  of  capital  baring 
been  already  absorbed,  had  the  inevitable  effect  of  raising  the 
rate  of  interest.  Successive  calls  compelled  the  weaker  holders 
to  realise^  and,  while  the  calls  for  ready-money  were  immediate 
and  pressing,  the  prospect  of  retui'os  was  distant  and  uncertaiii. 
Accordingly,  after  May  and  June,  the  decline  waa  rapid.  The 
South  American  loans,  and  the  Mexican  mining  schemes,  proved 
almmt  universally  total  losses.  In  the  meantime,  that  slack 
urntdr^  which  Mr,  Tooke  observes  always  precedes  a  great  turn 
in  the  tide  of  prices,  took  place.  The  increase  of  commodities 
which  specnlation  had  caused,  could  no  longer  be  kept  from 
being  realised,  prices  fell  as  rapidly  as  they  had  risen.  The 
obligations  of  the  speculators  now  became  due,  and  the  sale  of 
the  commodities  had  to  be  forced  to  meet  them.  Universal  dis- 
credit now  succeeded,  goods  became  unsaleable,  so  that  stocks 
which  are  usually  held  in  anticipation  of  demand  were  wholly 
unavailable  to  meet  the  pecuniary  engagements  of  the  holders. 
Merchants  who  had  accepted  bills  for  only  liulf  the  value  of  tlie 
goods  consigned  to  them,  were  unuble  to  realise  even  that  half, 
or  even  obtain  advances,  on  security  of  the  bills  of  lading,  and 
even  the  advances  already  made  were  peremptorily  called  in^ 
The  usury  laws,  which  limited  interest  to  5  per  cent.,  greatly 
a^'gravafced  the  distress ;  nobody  would  lend  money  at  5  per  cent, 
when  its  real  value  was  so  much  greater;  hence,  numbers  who 
would  gladly  have  paid  8  or  10  per  cunt,  interest,  were  obliged 
to  sell  goods  at  a  difference  of  30  per  cent,  for  cash  compared 
with  the  price  for  time 

26,  The  bankers  in  the  country  had  followed  exactly  in  the 
Eteps  of  the  Bank  of  England.  While  the  fever  was  raging  they 
had  increased  their  issues  and  liabilities,  by  gpecnlative  advarifcs 
on  commodities.  The  persons  to  whom  these  advances  had  Iweu 
made  had  no  means  of  repaying  them,  but  the  **  promises  to  pay" 
Uve  bankers  had  lent  them  still  remained  in  circulation,  and  must 
be  met.  The  bankers  foresaw  the  coming  stonn,  and  endeuvuured 
to  provide  funds  to  meet  it.    The  Bank  of  England  itself  bad  itA 
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eyes  open  to  the  snicidal  career  it  was  following  in  May,  and  then 
endeavoured  violently  to  contract  its  issues.  This  sudden  change 
of  policy  only  aggravated  the  general  feeling  of  discredit.  During 
the  autumn  everything  portended  the  approach  of  the  impending 
catastrophe.  The  following  table  shews  the  progressive  decrease 
in  the  bullion  in  the  Bank  during  1824  and  1825 — 


1324 


Jan.  81  ..     . 

.     .,£13,627.850 

Feb.  28  .,     . 

. .     18,800,390 

Hatch  27 

.      .  -      13,871,280 

AprU  U,, 

.      13,405.550 

MAy29   .. 

.      , .      12,887,840 

June  26  . .     , 

.        .     13,80<>,14O 

July  31   ..     . 

.      . ,     11,814,720 

Aug.  28  . .     . 

.      . .     11,703.550 

Sept.  25..     . 

.     .,     11,811.500 

Got.  30    ..     . 

.      . .     11.433.430 

Nov.  27  . .      . 

.      . .     11,323,760 

Deo.24  ..     . 

.     ..     10,721,190 

1825 

Jan.  29     £9,490,420 

Feb.  26  .     8,857,730 

Mardi  2t;  8,153,340 

April  30  6,659,780 

May  28  6,131»300 

Jane  25  ..      ..     ..     6»482,040 

JaJy30 4,174,830 

Aug.  27     3,626,570 

Sept.  24  8*496,690 

Oft.  29 8.150,360 

Nov.  26     8,012,150 

Deo.  31     1,2€0,890 


27.  The  inevitable  emitre  coup  of  the  nndue  expansion  of 
credit  in  the  spring  began  to  press  heavilj  on  the  country  banks 
in  the  autumn  of  1826.  It  gradually  became  severer  during  the 
month  of  November.  On  the  21)th  November  it  waa  announced 
in  the  London  papers  that  Sir  William  Elford's — a  large  bank  at 
Plymouth — had  failed,  and  that  was  immediately  followed  by  the 
fall  of  Wentworth  and  Co.,  a  great  Yorkshire  firm.  By  the  3rd 
December^  the  panic  had  fairly  3et  in,  and  the  whole  city  waa 
thrown  into  the  most  violent  state  of  alarm  and  consternation. 
On  that  day  (Saturday)  some  of  the  directors  were  informed  that 
the  house  of  Poole,  Thornton,  and  Co.,  one  of  the  leading  city 
banking  houses,  was  in  difficulties,  and  at  a  hurried  meeting  held 
on  the  following  day  it  was  decided  to  place  £300,000  at  their 
disposal  upon  proper  security.  During  that  week  the  utmost 
attention  waa  paid  to  the  position  of  that  house  which  fought  it 
through  the  following  week,  though  it  was  privately  known  to  the 
governor  that,  if  the  storm  did  not  abate,  they  must  fail  on  the 
Monday  morning.  Instead  of  abating,  however,  it  became  more 
furious  than  ever  on  Monday;  and  Pole  and  Co.  stopped  payment, 
and  the  niin  of  forty  country  banks  which  were  conuccted  with 
them  was  expected 

I  9 
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28.  The  fall  of  this  great  banking  honse  was  the  signal  for 
a  general  rnn  npon  all  the  London  bankers,  and  three  or  fonr 
more  gave  way,  and  spread  universal  consternation  among  the 
country  banks,  sixty-three  of  which  succumbed  to  the  crisis, 
though  a  considerable  number  paid  208,  in  the  pound,  and 
eventfually  resumed  business 

29.  From  Monday,  the  12th,  to  Saturday,  the  17th  Decem- 
ber, was  the  height  of  the  crisis  in  London.  Mr.  Eichards,  the 
Deputy-Governoi  of  the  Bank  at  that  time,  said — 

''On  Monday  morning  the  storm  began,  and  till  Saturday 
night  it  raged  with  an  intensity  that  it  is  impossible  for  me  to 
describe ;  on  the  Saturday  night  it  had  somewhat  abated.  The 
Bank  had  taken  a  firm  and  deliberate  resolution  to  make  common 
cause  with  the  country,  as  far  as  their  humble  efforts  would  go, 
and  on  Saturday  night  it  was  my  happiness,  when  I  went  up  to 
the  Cabinet  reeling  with  fatigue,  to  be  able  just  to  call  out  to  my 
Lord  Liverpool,  and  to  the  members  of  His  Majesty's  Govern- 
ment then  present,  that  all  was  well ;  that  was,  I  believe,  on  the 
evening  of  Saturday,  the  17th  December.  Then  in  the  following 
week  things  began  to  get  a  little  more  steady,  and  by  the  24th, 
what  with  the  £1  notes  that  had  gone  out  and  other  things, 
people  began  to  be  satisfied,  and  then  it  was  for  the  first  time  in 
a  fortnight,  that  those  who  had  been  busied  in  that  terrible  scene 
could  recollect  that  they  had  families  who  had  some  claim  on 
their  attention  " 

30.  As  the  crisis  was  evidently  approaching  at  the  end  of 
November,  the  papers  discussed  the  probable  policy  of  the 
Bank,  and  it  was  generally  anticipated  that  it  would  continue  to 
contract  its  issues,  and  let  the  evil  work  its  own  cure  by  the  fall 
of  those  houses  which  had  been  imprudent  in  their  speculations, 
and  this  was  the  course  adopted  by  the  Bank,  and  to  which  they 
adhered  as  matters  grew  worse,  and  they  were  supported  in  it  by 
public  opinion.  On  the  day  ailer  Pole  and  Co.  fell  another  house 
of  equal  magnitude  fell,  Williams,  Burgess  and  Co.  The  panic 
then  became  universal,  and,  as  the  directors  thought  that  they 
would  certainly  have  to  stop  payment,  they  sounded  the  Govern- 
ment as  to  a  EestrictioQ  Act,  but  t^e  Government  absolutely 
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declined  it,  and  it  waa  resolved  that  the  Bank  should  pay  away 
its  last  sovercij^.  The  Miot  was  kept  constantly  at  work  day 
and  night,  bat  it  coald  not  supply  coin  with  auflicient  rapidity,  so 
that  it  kept  constantly  diminishing.  On  the  Saturday  the  coin 
in  the  Bank  vaults  scarcely  exceeded  one  million,  but,  by  a  happy 
circumstance,  when  the  >Saturday  evening  ciime  the  tide  receded, 
and  the  directors  were  able  to  assure  the  Ministry  that  all  danger 
was  over 

dL  The  great  pressure  had  produced  the  effect  which 
necessarily  resalta  from  such  circumstances.  The  gix^at  increase 
in  the  value  of  money  here  had  turned  the  exchanges  in  favour 
of  the  country,  the  directors  expected  remittances  from  Paris, 
and  they  fortunately  came  sooner  than  was  expected.  On  the 
Monday  following  the  19th  about  £400,000  came  from  France, 
and  the  demand  having  sensibly  abated,  the  supplies  from  the 
Mint  fully  equalled  the  soma  drawn  out  of  the  Bank — or  rather 
exceeded  them 


82.     Mr.   Huskisson    said    afterwards,    in    the    Honse    of 

Commons,  that,  during  forty-eight  hours  (^Monday  and  Tuesday, 
Decembor  12  and  13),  it  was  impossible  to  convert  into  money  to 
any  extent  the  best  securities  of  the  Govern ment.  Persons  could 
nol  sell  Exchequer  bills,  nor  Bank  stock,  nor  East  India  stock, 
nor  the  public  funds.  Mr.  Baring  said  that  men  would  not  part 
with  their  money  on  any  terms,  nor  for  any  security.  The  extent 
to  which  the  distress  had  reached  was  melancholy  to  the  last 
degree.  Persons  of  undoubted  wealth  and  real  capital  were  seen 
walking  about  the  streets  of  London,  not  knowing  whether  they 
should  be  able  to  meet  their  engagements  for  the  next  day.  By 
this  time,  however,  the  exchange  had  decidedly  turned  in 
favour  of  the  country,  and  on  Wednefiday,  the  14th,  the  Bank 
totally  changed  their  policy,  and  discounted  with  the  utmost 
profoseness.  They  made  enormous  advances  on  Exchequer  bOlB 
and  secorities  of  all  sorts.     Mr.  Harman  said^ — 

**  We  lent  it  by  every  possible  means,  and  in  modes  we  had 
never  adopted  l)efore ;  we  took  in  stock  as  security,  we  purchased 
Excliequer  bills,  we  made  advances  on  Exchequer  bills,  we  not 
only  disccunted  outright,  but  we  made  advances  on  dcpof^it  of 
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bilb  of  Exchange  to  an  immense  amount ;  in  abort,  by  every 
pottible  means  consistent  with  the  safety  of  the  Bank,  and  we 
were  noi,  on  some  occasions,  over  nice ;  seeing  the  dreadful  state  in 
which  the  public  were,  we  rendered  every  assistance?  in  onr  power." 
Thi<  audacious  policy  was  crowned  with  the  most  complete 
tnooem,  the  panic  wa^  stayed  almost  imineduitehj.  On  Friday 
evening,  the  ICth,  the  Couri^  said — "We  are  happy  to  think 
that  the  worst  is  over,  though  there  are  still  great  demands  upon 
the  Bank»  particularly  from  the  country.**  The  same  paper^  on 
the  next  day,  the  17th,  said — "Although  public  confidence  is  on 
the  return  in  the  metropolis,  and  things  are  resuming  their  usual 
course,  yet,  as  might  be  expected,  this  has  not  yet  communicated 
itself  to  the  country,"  In  fact,  the  London  panic  was  completely 
allayed  in  this  week  by  the  profuse  issue  of  Bank  notes.  Between 
the  Wednesday,  the  14tli,  and  the  Saturday,  the  17th,  the  Bank 
issued  upwards  of  £5,000,000  of  notes 

83,  The  waves  of  discredit,  however,  were  propagated 
through  the  country,  and  throughout  the  following  week  the 
demand  still  continued  great  from  the  London  bankers  for  their 
country  correspondents.  During  the  course  of  it,  it  came  to  the 
remembrance  of  some  of  the  directors  that  there  was  a  chest 
of  their  £1  notes  which  had  never  been  used.  As  soon  as  this 
was  discovered,  it  occurred  to  them  that  they  might  be  used  to 
stay  the  panic  in  the  country  districts,  and  the  discredit  of  the 
country  bank  notes.  Uj3on  communicating  this  idea  to  the 
London  bankers,  it  was  eagerly  approved  of,  and  the  sanction  of 
the  Govornment  was  asked  for  the  experiment.  The  Government 
consented,  and  the  notes  were  sent  off  to  the  country  bankers 
without  delay,  and  produced  instantaneous  relief.  At  Norwich, 
when  the  Qurneys  shewed  upon  their  counter  so  many  feet  of 
Bank  notes  of  such  a  thickness,  it  stopped  the  run  in  that  part 
of  tlie  cnnntry.  By  the  24th  December  the  panic  was  completely 
allayed  all  over  the  country,  and  the  amount  of  the  £1  notes 
the  Bunk  issued  was  under  £500,000,  and  by  the  beginning 
of  1B2G  the  credit  of  the  banking  world  was  completely  restoi«d 

34.  The  circumstances  of  this  famous  crisis  are  the  most 
cuiiiijili  t«  and  triumphant  examples  ef  the  unquestionable  truth 
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of  the  principles  of  the  Bullion  Report,  and  of  Sir  Francis 
Brtring,  already  quoted  in  Chapter  VIII.  Wben  the  dniia  of 
treasure  from  the  Bank  waa  severe  and  unceasing,  and  notorionajy 
for  exportation,  on  account  of  foreign  loans,  the  Bank,  with 
infatuated  obstinacy,  had  increased  their  issues  instead  of  con- 
tracting them,  in  defiance  of  t!ie  clearest  warnings  of  the  Bullion 
Report.  When,  after  six  months'  contiuuance  in  this  fatal  policy, 
they  at  last  reversed  thtir  course,  and  contracted  their  issues.  In 
the  course  of  the  autumn  the  drain  for  the  exportation  ceased, 
bttt  continued  for  internal  purposes;  the  demand  for  gold  was 
entirely  to  suppfiit  the  totteriog  credit  of  the  country  bank  notes. 
Now,  as  the  country  bankers  were  only  t-oo  glad  to  withdraw 
their  own  notes,  and  8ul)stitote  gold  for  them,  there  was  not  the 
slightest  danger  of  an  iucrease  of  Bank  of  England  notes  adding 
to  the  general  amount  of  paper  currency  in  the  country,  but  just 
the  reverse;  consequently,  it  was  just  the  precise  case  in  which 
Sir  Francis  Baring  and  the  Bulh'on  Committee  said  that  it  was 
the  duty  of  the  Bank  of  En^^land  to  eximtd  its  issues  to  sopport 
general  credit.  There  was  not  the  smallest  danger  that  an 
extension  of  issuea  would,  under  such  circumstances,  turn  the 
foreign  exchanges  against  the  country.  The  character  of  the 
demand  was  declared  in  the  most  nnmistakeable  manner.  On 
Thursday,  the  15th,  a  meeting  of  merchants  and  others  took 
place  at  the  Mansion  House,  when  it  was  stated  that  Sir  P.  Pole 
aad  Co.  had  a  surplus  of  £170,000  after  payment  of  all  claims 
against  them,  besides  large  lauded  property  belonging  to  Sir 
Peter  Pole,  and  abjut  £100,000,  the  private  proi>erty  of  other 
members  of  the  firm,  Williams  and  Burgess  had  enough  to 
pay  40*.  in  the  ]K>und.  Now  if  the  course  which  was  adopted 
on  the  Wednesday  had  been  adopted  on  the  Monday,  the  whole 
of  that  terrific  crisis  would  have  been  saved.  Mr.  Vincent 
Stuckey,  one  of  the  most  eminent  country  bankei-s  in  the 
kingdom,  says — 

*'  My  opinion  was  that  the  crisis  at  that  time  was  brought 
on  by  excessive  issues :  but,  when  the  panic  came,  country  bank 
paper  was  brought  in  fur  Bank  uf  England,  and,  therefore,  all 
that  was  immediately  wanted  was  an  Exchange  of  Paper* 
I  stated^  in  a  letter  I  wrote  upon  the  subject  to  the  Bank  on  the 
14th  of  December,  1825,  that  they  would  not  have  to  increiise 
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the  snm  total  of  circulation,  but  that  all  thej  would  have  to  do 
was  to  exchange  A  for  B ;  and  in  ray  letter  I  recommended  them 
to  issue  a  million  a  day,  which  they  did  ;  for^  othcrwbe  most  ol 
the  Bankfi  in  London,  as  well  as  the  country,  must  have  stopped**' 
And,  accordingly,  they  did  issue,  and  all  contemporary  evidence 
proves  that  it  was  this  prafuse  issue  £5,0()0,Ut>0  of  paper  in  a 
few  days  that  stayed  the  panic.  If  they  had  persevered  in  the 
restrictive  policy  for  three  days  longer,  the  total  nnd  entire 
destruction  of  commercial  credit  would  iufeUihly  have  ensued. 
In  short,  if  they  had  followed  the  precedents  of  1793  and  1797, 
BO  strongly  condemned  by  the  Bullion  Report,  all  credit  would 
have  been  destroyed ;  they  followed  the  principles  laid  dowu  in 
the  Bullion  Eeport,  and  the  country  was  saved 

35*  When  the  causes  of  this  terrible  calamity  came  to  be 
discus^d,  there  were  not  wanting  many  who  laid  the  whole 
blame  to  the  excessive  ieaues  of  the  Bank,  as  well  as  the  excessive 
issues  of  the  country  banks.  But  tliough  it  is  indisputable  that 
the  Bank  acted  on  the  most  unsound  principles,  in  not  contracting 
its  issues  when  the  great  drain  of  bullion  for  exportation  was  going 
on,  it  is  a  mere  delusion  for  men  to  attribute  the  consequences  of 
their  own  wild  and  extravagant  mania  to  the  Bank  of  England, 
or  to  any  bank.  The  errors  of  all  the  banks  put  to^^-ther  were 
trivial  compared  to  the  outbreaks  of  speculative  insanity  which 
seized  upon  all  classes.  It  was  not  the  issues  of  some  Bank  notes 
that  led  to  a  respectable  bookselling  firm  to  risk  £100,000  on  a 
speculation  in  hops  ? 

36.  The  Bank  had  committed  many  errors  before,  as  serious 
as  those  of  1825,  without  leading  to  any  such  disaster.  In  fact 
it  was  the  nature  of  the  speculations  which  men  had  rushed 
headlong  into  that  must  inevitably  have  liron^'-ht  about  a  most 
terrible  calamity  if  there  had  not  been  a  Bank  note  in  existence. 
The  speculative  mania  of  1C04  took  place  before  the  Bank  was 
in  existence  j  the  great  Sduth  8ea  Bubble  mania  took  place  when 
there  were  no  country  bank'?  at  all,  and  no  am  acuuseti  the  Bank 
of  EngLind,  or  the  London  bankers^  of  having  made  tw  profuse 
fssaes  of  notes  then  j  and  the  great  railway  mania  of  1845<4C 
took  place  after  it  was  supposed  that  the  Act  of  1844  bad 


REFLECTIONS   ON  THE   CRISIS   OF   1825  121 

effectually  secured  the  couDfcry  against  the  recuixenoe  of  similar 
calamities 

37.  The  bold  policy  of  the  Bank  of  England  in  that  terrible 
week,  in  entire  accordance  with  tl^e  principles  laid  down  by  Sir 
Francis  Baring  and  the  Bullion  Report,  not  only  saved  a  mnlti- 
fcude  of  commercial  houses,  both  banking  and  trading,  but 
certainly  preserved  itself  from  bankruptcy.  Though  scver.d 
banks  did  succumb,  the  distress  was  slight,  compared  to  what 
it  wi)uld  have  been  if  the  Bank  had  persevered  in  adhering  to 
the  policy  of  1797.  Many  houses,  it  is  true^  that  were  aided  by 
the  Bank,  were  only  enabled  to  stagger  on  for  a  short  time 
longer,  and  suliseqnently  failed  when  their  oWigations  became 
due ;  but  delaying  their  fall  even  for  a  short  time,  till  the  panic 
liad  subsided,  was  of  considerable  service 

88.  The  worthless  character  of  a  great  portion  of  the 
country  paper  had  greatly  aggravated  the  intensity  of  the 
calamity ;  in  fact,  it  began  with  them,  and  the  great  commercial 
failarcs  did  not  take  place  until  after  the  banking  panic  had 
Bubsided,  The  Government  and  the  Bonk,  at  last  learning 
wisdom  from  these  repeated  csonvulsions,  which  seemed  to  recur 
periodically,  l)ecame  sensible  that  it  was  iuip»eratively  necessary 
to  provide  a  currency  of  a  more  solid  descriptiou  for  the  country, 
and  that  the  frightful  evils  of  the  monopoly  of  the  Bank  of 
Kn^land  must  come  to  an  end 

89.  Parliament  met  on  the  Srd  of  February,  1826,  and  six 
paragraphs  of  the  speech  from  the  Throne  were  occupied  with 
tike  commercial  catastrophe,  and  it  said  that  part  of  the  remedies 
to  be  applied  consisted  in  placing  the  currency  and  circulating 
credit  of  the  country  on  a  more  tirm  foiindution.  Lord  King 
Siuii  that  the  causes  of  the  calamity  were  partly  to  be  attributed 
to  the  Government,  in  a  greater  degree  to  the  country  banks, 
and  in  a  still  greater  degree  to  the  Bank  of  England  monopoly. 
There  was  no  period  of  distress  during  the  last  thirty  or  forty 
years,  in  which  the  conduct  of  that  esUibli^hmcnt  hud  not  been 
injurious,  and  in  every  case  aggravated  it.  It  was  a  most  faulty 
machine.    It  was  impassible  that  a  Bank  so  incorporated  could 
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do  good.  If  the  purpose  was  to  erect  an  establishment  to  do 
mischief,  they  would  erect  it  on  the  very  principles  of  the  Bank* 
They  would  give  it  a  monopoly,  rcmoye  from  it  all  fear  of  rivalry, 
und  connect  it  with  the  Government.  He  himcnfced  that  the 
pressure  of  the  country  gentlemen  and  the  country  bankers  had 
been  too  powerful  to  be  resisted  by  the  Miuistry  in  1822,  and  hud 
forced  them  to  continue  the  issues  of  £1  and  £2  notes  to  keep  up 
prices  and  encourage  speculation.  The  Earl  of  Liverpool  chiefly 
blamed  the  excessive  issues  of  the  couutry  banks,  and  said  that 
the  small  notes  must  be  gradually  withdrawn  and  a  metallic 
currency  sabstituted.  He  said  that  he  was  perfectly  satisiied, 
and  had  entertained  the  conviction  for  years,  that  the  country 
had  grown  too  large,  that  its  concerns  had  become  too  extensive 
to  allow  of  the  exclusive  privilege  of  the  Bank  of  England.  Its 
privileges  had  operated  in  a  most  extraordinary  and,  as  he 
thonght,  unfortunate  manner  for  the  country.  Any  small  trades- 
man, a  cheesemonger,  a  butcher,  or  a  shoemaker,  might  open  a 
country  bank,  but  a  set  of  persons,  with  a  fortune  sufficient  to 
carry  on  the  concern  with  security,  were  not  permitted  to  do  so 

40.  The  Ministry  took  upon  themselves  to  prohibit  any  more 
fltamps  being  issued  to  the  country  banks  for  £l  and  £2  notes. 
The  Chancellor  of  the  Exchequer  said  that  those  notes  were  to 
be  deprecated  as  an  infringement  of  the  Act  of  1819,  which  no 
man  could  deny  was  passed,  if  ever  any  Act  was,  with  the 
unanimous  approbation  of  all  the  parties  of  which  Parliament 
was  composed :  an  Act  which  had  been  solemnly  resolved  upon  as 
the  only  measure  which  could  enable  the  country  to  meet  any 
future  danger,  by  placing  the  circulating  medium  on  a  permanent 
and  stable  footing.  No  man  conld  insinuate  that  that  Act  was 
not  the  result  of  the  deliberate  conviction  of  almost  every 
individual  of  every  party  in  that  House.  He  then  detailed  the 
continual  evil  and  insecurity  of  the  small  notes,  and  said  that  he 
always  had  regretted,  and  still  regretted  the  step  taken  by 
Parliament  in  1822,  which  permitted  them.  The  intention  of 
the  Government  w^as,  therefore,  to  suppress  them  as  soon  as 
possible  in  England,  and  subsequently  in  Scotland  and  Ireland. 
He  moved  a  resolution,  that  do  (resh  notes  were  to  be  issued  by 
country  bankers  in  England  nnder  £b,  and  that  those  printed 
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before  the  5th  of  Febraary,  182G,  might  be  issued,  re-issued,  and 
circulated,  until  the  5th  April,  1829,  and  no  longer 

41.  The  opiniottB  expressed  in  Parliament  and  the  country 
wen?,  of  course,  mo6t  conflicting',  q»  to  the  causes  of  this  ^reat 
catastrophe,  but  the  great  preponderance  of  opinion  was  advei*se 
to  the  amull  note  issues.  Mr.  Baring,  who  defended  the  country 
bankers  from  the  uccustitiona  levelled  against  them,  said  that 
their  small  notes  were  bad  as  a  permanent  system,  and  they 
onght  to  be  called  in.  Even  although  they  might  eometimes  be 
of  almost  indispensable  use  to  the  country,  atill,  if  the  misery 
which  had  been  caused  by  their  use,  among  the  poorer  classes, 
was  taken  into  consideration^  it  was  a  sufficient  reason  why  the 
niUB&noe  should  be  abated;  and  it  was  his  opinion  that  the 
House  had  not  got  rid  of  this  deluge  of  paper  at  the  time  when 
it  bad  the  power  to  do  so,  and  that  it  had  not  resisted  as  it  ought 
to  have  resisted,  the  importunity  of  the  coantry  bankers.  That 
these  small  notes  should  be  abolished  as  soon  as  practicable 

42.  Mr.  Hnskissou  described  the  frightful  natare  of  the 
panic  during  48  hours  (Monday  and  Tuestlay,  December  12  aud 
18),  and  said  that  it  had  been  truly  observed  that  the  Bank,  by 
its  prompt  and  eihcacious  assistance,  had  put  an  end  to  the  panic, 
and  averted  the  ruin,  which  threatened  all  the  banking  establish- 
ments  in  London,  and,  through  them,  the  banking  establishments 
and  monied  men  all  over  the  coantry.  The  conduct  of  the  Bank 
had  been  most  praiseworthy,  and  had,  in  a  great  degree,  saved 
the  oountry  from  a  general  convulsion.  The  Bank,  through  its 
prompt,  efficacious,  and  public-spirited  condnct,  had  had  the 
countenance,  advice,  and  particular  recommeudation  of  the 
Premier  and  Ohanocllor  of  the  Exchequer.  He  admitted  that  the 
commercial  distress  in  Scotland  was  very  great,  hot  that  did  not 
prove  that  the  system  of  Scotch  banking  did  not  afford  greater 
securities  than  the  English  system,  and  that  it  was  desirable  to 
introduce  it  into  this  country.  He  then  described  the  wild  spirit 
of  speculation  which  had  seized  the  country,  which  produced  a 
rise  of  prices  so  rapid  as  had  never  been  equalled.  He  might 
mention,  as  an  instance,  the  price  of  nutmegs,  which  rose  in  one 
month  from  2«.  6^/.  to  12^.  Gd.  a  lb.,  and  speculation  in  other 
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gpices  caused  a  correBponding  rise  in  their  prices.  The  mania 
extended  equally  to  other  articles  of  consumption;  merchants, 
traders^  shopkeepers,  clerks,  and  apprentices  partook  eqnally  of 
the  frenzy  of  vying  with  each  other  in  their  endeavours  to  Bccnro 
a  monopoly  of  each  article.  And  this  state  of  thinp:s  took  its 
rise,  not  among  the  wild,  insane,  and  bedlamite  schemers,  hut 
among  those  who  were  considered  the  sober,  steady  merchants 
and  traders  of  the  metropolis.  And  all  tkis  took  place  at  a  time 
when  money  was  rapidly  leaving  the  country.  Now,  if,  when  it 
when  it  was  leaving  the  country  so  rapidly,  it  was  still  hawked 
about  at  a  greatly  lowered  rate  of  inLerest,  that  showed  there 
must  be  something  wrong  in  the  cui'rency.  And  to  what  would 
any  sober  man  say  such  a  state  of  things  must  come  to  at  last? 
The  Bank,  at  last,  was  obliged  to  provide  for  its  own  safety,  by 
narrowing  its  issues,  which  checked  the  spirit  of  specolation,  and 
as  a  necessary  result,  those  country  banks  which  had  been  most 
rash  and  immoderate  in  aiding  these  speculations  by  advances 
were  ruined.  The  ruin  of  these  bad  and  unstable  hanks  had 
affected  even  the  stabih'ty  of  the  most  solvent  ones.  A  general 
panic  ensued,  and  seven  or  eight  hundred  country  banks  had 
asked  for  assistance  from  the  Bank  of  England.  She  had  700  or 
800  drains  for  gold  suddenly  opened  upon  lier.  Was  this  a  safe 
or  proper  comiitinn  to  leave  the  cuuntry  in?  Certainly  not. 
It  was  his  opinion,  an  opinion  not  hastily  formed,  but  the  result 
of  long  and  anxious  observation,  that  a  permauent  state  of  cash 
payments,  and  a  circulation  of  one  and  two-pound  notes  could 
not  co-exist.  If  there  were  in  any  country  a  paper  and  a  coin 
currency  of  the  same  denomination,  the  paper  and  the  coin  could 
not  circulate  together,  the  paper  would  drive  out  the  coin.  Let 
crown  notes  be  made,  and  a  crown  piece  would  never  be  seen, 
make  half-crown  notes;,  and  no  half-crowns  would  remain  Jn 
circulation.  Allow  one-pound  notes  to  circulate,  and  we  should 
never  see  a  sovercign.  One  of  the  gnM  evils  they  were  called  on 
to  correct  was  the  excessive  issue  of  paper.  This  had  been  tlie 
Cfittse  of  the  greatest  distress,  it  had  caused  the  ruin  of  thousands 
of  innocent  persons.  Nothing  but  disgrace  and  danger  could 
attend  the  deviation  from  the  true  principles  of  currency,  which 
Parliament  had  solemnly  recognised.  If  they  wished  to  prove 
the  value  of  a  steady  unchangeable  currency,  they  had  it  in  the 
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example  of  France,  which  had  twice  been  invaded  by  a  foreign 
army,  her  capital  had  been  taken,  and  she  had  been  obliged  to 
pay  n  large  sum  to  foreign  countries  for  corn,  but  she  had  a 
steady  metallic  currency,  and,  however  much  the  great  con- 
tractors might  have  suffered,  the  great  body  of  the  people  had 
remained  nniujured.  This  was  due  to  the  excellent  footing  upon 
which  the  onrrency  of  that  country  waa  established.  If  this 
meafiore  was  adopted,  every  country  banker  would  be  obliged  to 
have  as  great  a  regard  to  the  oichanges  as  the  Bauk  of  England, 
aud  be  compelled  to  provide  for  liis  own  safety,  without  leaning 
upon  the  Bank  in  times*  of  danger.  Now  was  the  time  to  with- 
draw these  small  notes,  when  the  bankers  were  smarting  under 
the  consequences  of  their  over-issues.  They  had  at  present  a 
large  amount  of  gold  and  bank  notes ;  if  they  allowed  the  favour- 
able time  to  pass  by,  the  small  notes  would  soon  be  issued  again. 
They  had  now  got  the  gold  in  their  coffers,  and  now  was  the  time 
to  provide  that  it  should  not  be  exported  again.  It  would  be 
j^vautageous  to  the  public  to  have  chartered  joint  stock  banks, 
established  under  a  proper  system,  with  only  a  limited  liability. 
This  would,  no  doubt,  induce  many  persons,  of  great  fortune  and 
credit,  to  take  shares  in  them,  but  the  Bank  objected  to  the 
extension  of  limited  liability,  and  had  stipulated  that  the  Banks 
of  Scotland  and  Ireland  should  not  have  this  privilege.  Some 
thought  that  the  currency  should  be  even  more  purely  metallic 
than  was  now  proposed,  and  that  notes  of  a  higher  denomination 
shtmld  be  suppressed.  For  himijelf,  he  entirely  differed  from 
Mr.  llicardo,  iis  to  the  true  basis  of  the  currency,  and  he  believed 
that  if  Mr.  Ricardo,  ingenious  m  he  was,  had  been  sole  Director 
of  the  Bank  of  Euglaud,  it  would  before  now  have  stopped 
payment.  He  thought  Mr.  Ricardo *8  view  of  the  currency  quite 
erroneous 


43.  Sir  John  Newport,  as  a  banker  himself,  considered  the 
issue  of  small  notes  to  be  most  injurious  to  all  connected  with 
them,  as  affording  the  most  dangerous  facilities  for  extravagant 
speculation.  It  had  been  said  that  a  considerable  part  of  the 
commerce  of  the  country  could  not  be  carried  on  if  these  notes 
vera  abolished*  He  was  quite  willing  to  accept  that  alternative, 
aiid  abandon  a  portion  of  our  oommeroe,  rather  than  continue 
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then).    He  did  not  believe  that  gach  woold  be  tbe 
was  the  best  time  to  abolish  this  pernicious  systeni 
many  of  the  coantiy  bankers  had  failed 


when  ao 


44.  Mr.  Secretary  Peel  was  convinced  that  the  root  of  the 
evil  lay  in  the  monopoly  of  the  Bank  of  Engjland,  and  that  if  in 
the  year  1703  a  set  of  banks  had  existed  in  this  conntry  on  the 
Scotch  ttystem  it  would  have  escaped  the  danger  it  was  then 
involved  in,  m  well  as  the  calamity  which  had  jnst  occurred 
In  1798  upwards  of  100  banks  had  failed.  In  seven  years,  from 
1810  to  1817,  157  commissions  in  bankruptcy  were  issued 
against  country  bankers ;  in  the  crisis  which  had  just  occurred  76 
failures  hsd  taken  place.  But,  from  the  different  ways  of  making 
compositions,  etc.,  the  number  of  failures  should  probably  be 
cstimatt'd  at  four  times  the  number  of  the  oommiBaiona  of 
bankruptcy.  What  system  could  be  worse,  or  more  prejudicial 
to  every  interest  in  the  country,  than  one  which  admitted  of  such 
ftR  enormous  amount  of  failures  ?  Contrast  what  had  been  the 
cane  in  Scotland,  under  a  different  system.  Mr.  Gilchrist,  a 
manajs:er  of  one  of  the  Scotch  banks,  had  been  asked  by  the 
committee  of  1819  how  mauy  failures  there  had  been  in  Scotland 
within  his  rt'collection,  and  said  there  had  only  been  one,  that  the 
creditors  had  been  paid  14*.  in  the  pound  immediately,  and  finally 
the  whole  of  their  claims.  These  facts  were  a  strong  presumptive 
proof  that  the  Scotch  system,  if  not  quite  perfect,  was  at  least 
fur  Huperior  to  the  one  exietin^^  in  England.  The  present  system 
of  country  bunklog  was  most  prejudicial  in  every  jwint  of  view. 
He  then  described  the  terrible  misery  caused  by  the  failure  of  the 
ooantry  banks.  Re  trusted  that  the  institution  of  Joint  Stock 
Banks  would  place  the  currency  on  a  firmer  footing.  He  most 
BJDoerely  trusted  that  the  great  obstacle  to  the  proposed  institutions, 
the  w»nt  of  a  charter,  would  be  removed.  He  hoped  the  directors 
of  the  Bank  of  Eugland  would  serioaaly  consider  what  advantage 
they  would  derive  from  refusing  charters  to  these  biuiks.  He 
himself  could  uot  imagine  what  benefit  they  would  derive  from  it; 
they  no  doubt  had  the  right  to  prevent  such  charters  being 
granted,  but  he  hoped  they  would  refrain  from  exercising  their 
right.  Ho  eulogised  liighly  the  conduct  of  the  directors  during 
tlM  Iftte  oriais ;  he  could  not  oonceive  it  possible  for  any  body 
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of  men  to  have  acted  better,  or  to  have  exercised  more  jadgment, 
discretion  and  liberality  than  they  had  done — of  which  he  hoped 
they  wonid  give  a  further  instance  by  not  opposing  the  grants  of 
charters  to  the  proposed  new  banks.  He  fully  concurred  with 
Mr.  IIuBkisson,  that  it  was  impossible  to  maintain  coin  in  circu- 
lation if  paper  of  the  same  denomination  were  allowed  to  circulate 
along  with  it,  Now  was  the  most  favourable  opportunity  of 
^tting  rid  of  the  small  notes.  It  would  be  impolitic  and  unsafe 
'to  wait  the  moment  of  returning  prosperity,  as  the  country 
bankers  would  be  more  reluctant  to  agree  to  it,  and  more  able 
to  oppose  it.  To  stand  gazing  on  the  bank  in  idle  expectation, 
now  that  the  river  was  passable,  would  be  an  irreparable  mistake. 
The  ministerial  propositions  prevailed  by  a  majority  of  222  to  89, 
and  a  motion  to  continue  the  small  not-es  of  the  Bank  of  England 
wa*  rejected  by  66  to  7 

45.  The  chief  provisions  of  the  Act  (Statute  1820,  o.  6)  fci 
prohibiting  small  notes  in  England  are  as  follows — 

1.  The  Act  repealing  the  Act  (Statute  1777,  c  80)  which 
prohibited  promissory  notes  and  bills  under  20^.  was  repealed, 
thereby  revi\nng  the  former  Act ;  but  all  notes  of  private  bankei-s 
stamped  before  the  5th  of  February,  1826,  or  of  the  Bank  of 
England  stamped  before  the  10th  of  October,  1826,  were  exempted 
from  its  operation,  and  were  permitted  to  be  isaued,  re-issued  and 
negociated  until  the  5th  of  April,  1829 

2*  Any  person  after  that  date  making,  issuing,  sigm'ng  or 
'igeulng  any  note  or  bill  under  £5,  was  subject  to  a  penalty 

£20 

8,  Any  person  who  published,  uttered  or  negociated  any 
promissory  or  other  notes,  or  any  negociable  or  transferable  bill, 
draft  or  undertaking  in  writing,  for  the  payment  of  20.*.,  or  above 
that  sum  and  less  than  £5,  or  on  which  such  sum  should  be 
tmpaid,  should  forfeit  the  sum  of  £20 

4,  These  penalties  were  not  attached  to  any  person  drawing 
cheque  on  his  banker  for  his  own  use 

5.  All  promissory  notes  under  £20,  made  payable  to  bearer 
on  demand,  were  to  be  made  payable  at  the  Bank,  or  place  where 
they  were  issued ;  and  aa  many  more  places  aa  tlie  issuer  pleased 
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46»  When  the  Government  determined  on  Buppressing  the 
small  note  issue  in  Enj^land,  they  said  it  waa  their  intention  to 
extend  the  measnre  in  a  short  tune  to  Scotland  and  Ireland* 
However  much  Scotland  may  have  suffered  from  commercial 
overtrading,  as  everj'  commercial  country  must  occasionully  do, 
no  backing  panic  hud  ever  occurred  such  as  those  which  had  so 
frequently  desolated  England.  As  soon  as  the  ministerial  inten- 
tions were  know  in  Scotland,  a  great  ferment  was  excited.  Sir 
Walter  Scott  published  tfiree  letters  on  the  subject,  under  the 
name  of  **Malachi  Malagrowther,"  which  tended  mnch  to  fan  the 
public  enthusiasm,  and  such  an  opposition  was  organised,  that 
the  Ministry  were  obliged  to  consent  to  appoint  committees  of 
both  Houses  on  the  subject.  These  committees  sat  during  tlie 
spring  of  1826,  and  iuvestifrated  the  whole  subject  of  Scotch 
banking  at  great  length,  whicli  had  been  very  little  understood 
in  England  before  that  time;  and  the  result  was  so  eminently 
favourable  to  the  Scotch  banking  system,  thai  the  Ministry 
abandoned  their  intention  of  attempting  to  alter  \L  The  evidenco 
and  reports  of  these  commiUera  will  be  noticed  further  on 

47.  The  year  1827  is  nit-uiurable  as  the  era  when  the*prin- 
ciplea  of  the  Bullioo  Report  were  at  length  ackuowledgud  to  be 
true,  and  professedly  adopted  by  the  Bank.  Mr*  William  Ward 
stated  in  18^2  that  there  was  not  a  single  person  in  the  Bank 
but  who  admitted  that  its  issues  should  be  regulated  by  the 
Foreign  Exchanges  and  the  ballion  market,  or  disposed  to  act  in 
opposition  to  it.  That  in  1819  the  directors  had  forwarded  a 
resolution  to  the  House  of  Commons,  denying  that  the  exchanges 
were  to  be  regarded  in  regulating  the  issues.  Subsequently,  how- 
ever, to  that  year,  opinions  became  changed,  and  they  found  the 
merits  of  the  case  such  as  they  really  were.  He  himself  had 
always  been  convinced  of  the  truth  of  Mr.  Horuer*s  principle, 
and,  from  his  being  connected  with  the  exchanges,  had  many 
opportunities  of  observing  the  practical  truth  of  it.  The  Bank 
Directors,  however,  were  not  conviuced  of  it,  iKMuuise  they  found 
in  practice  that  the  exclianges  did  not  follow  the  issues  of  the 
Bank,  But  the  truth  was  that  they  neglected  to  conaider  the 
country  issues,  and  it  was  only  in  1819  that  they  obtained  n 
correct  aucount  of  the  issues  of  country  banks ;  when  that  wtM 
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got  it  was  found  that,  taking  the  Bank  and  the  ooantij  igsucs 
togetlier,  the  prineiplts  vyas  shown  to  be  quite  correct.  The 
observation  of  these  facts  had  gradually  convinced  the  directors, 
and,  in  1827,  be  thought  the  court  ripe  for  expunging  tho 
reaolution  of  1810,  and  it  had  accordingly  been  done.  And,  in 
1832,  there  was  not  a  single  director  who  disputed  its  truth 

48.  Although  the  Act  of  1775  had  forbidden  notes  under  £5 
to  be  issued  in  England,  it  did  not  prohibit  the  circulation  of 
the  Scotch  £1  notes  in  England,  and  they  had  always  circulated 
tn  the  districts  adjacent  to  Scotland,  and  even  as  far  South  na 
York.  When  the  English  £1  notes  were  suppressed,  it  seemed 
naturally  to  follow  that  the  circulation  of  the  Scotch  notes  in 
England  should  be  forbidden.  But  the  districts  iu  which  they 
had  always  circulated,  were  as  unaninioua  as  Scotland  itself 
•gainst  the  measure.  In  1828,  the  Minii<try  brought  in  a  bill  to 
restrain  the  circulation  of  Scotch  bank  notes  in  England*  Shr 
James  Graham  presented  a  petition  from  the  boi-derers,  depre- 
cating, in  the  most  earnest  terms,  the  withdrawal  of  the  Scotch 
notes  to  which  they  had  been  so  long  accustomed.  For  seventy 
years,  they  said,  they  had  possessed  the  advantage  it  was  now 
Bought  to  deprive  them  of — the  advantage  of  the  Scotch  currency. 
Seven-cightlis  of  the  rents  of  estates  were  paid  in  the  paper 
currency  of  Scotland,  and  no  loss  had  been  sustained  in  conse- 
qnence  of  it.  After  a  debate  of  two  nights,  the  motion  was 
carried  by  154  to  45.  The  Act  (Statute  1H28,  c.  65)  provided 
that  after  the  5th  of  April,  1829,  no  corporation  or  person  what- 
ever should  publish,  utter,  negotiate,  or  transfer  in  any  part  of 
England,  any  promissory  note,  draft,  engagement,  or  undertuking 
in  writing,  payable  to  bearer  on  demand,  for  less  than  £5,  or 
upon  which  less  than  £5  remained  unpaid,  which  should  have 
been  made  or  issued,  or  purport  to  have  been  made  or  issued,  in 
Scotland  or  Ireland,  or  elsewhere  out  of  England,  under  a  penalty 
of  not  leas  than  £5,  or  more  than  £20,  The  same  exemption  aa 
to  cheqaea  as  in  the  former  Act 

4B,  In  1832,  during  tho  crisis  of  the  Reform  Bill,  a  run 
upon  the  Bank  took  place,  which  lasted  for  about  a  fortnight ; 
but,  as  it  waa  merely  from  political  feeling  in  London,  and  did 
ooi  extend  into  tho  country,  no  serious  result  ensued 
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60.  The  Bank  Charter  expired  at  the  end  of  one  year's 
notice,  to  be  given  after  the  Ist  Aogast,  1832,  and  this  time  the 
Bank  had  done  no  such  services  to  the  Government  as  to  be  in  a 
position  to  demand  from  it  a  renewal  of  ite  monopoly  several 
years  before  it  expired.  Moreover,  these  oxclnsive  privileges,  a^ 
Lord  Liverpool  said,  in  1825,  were  ont  of  fashion.  Many  i^reut 
monopolies  were  now  on  the  eve  of  breaking  up,  and  the  public 
mind  was  more  roused  and  enlightened  on  the  subjeet  of  banking 
from  the  discussions  caused  about  the  severe  distress  of  1825. 
Before  taking  any  steps  towards  a  renewal  of  the  charter,  the 
Government  determined  to  have  an  inquiry  before  a  Secret  Com- 
mittee of  the  House  of  Commons,  which  was  appointed  on  the 
22nd  of  May,  18S2,  and  consisted  of  the  following  members — 

Lord  AUhorp.  Sir  Robert  Peel,  Lord  John  Enssell,  Mr.  Gonl- 
burn,  Sir  James  Graham,  Mr.  Herries,  Mr.  Poulett  Thompson, 
Mr.  Courtenay,  Colonel  Mal)erley,  Sir  Henry  Parnell,  Mr.  Yernon 
Smith,  Mr.  John  Smith,  Mr.  Roberts,  Sir  M.  W.  Ridley,  Mr. 
Attwood,  Sir  J.  Nuwix>it,  Mr.  A.  Baring,  Mr,  Irving,  Mr.  Warbur- 
tou,  Mr.  G.  Philips,  Lord  Morpeth,  Mr.  Morrison,  Mr.  Heywood. 
Lord  Ebringtou,  Sir  J.  Wrottesley,  Mr.  Lawley,  Mr.  Cavcndisl), 
Aldennan  Wood,  Mr.  B.  Carter,  Mr.  Btrutt,  Mr.  Stanley,  Alderman 
Thompson 

51,  The  Committee  was  appointed  during  the  height  of  the 
political  excitement  atteuJiog  the  passing  of  the  Reform  Bril, 
and  sat  for  some  montlis,  and  did  not  make  any  report  till  the 
end  of  the  Session.  The  inquiry  was  extremely  incomplete. 
Many  of  the  most  interesting  subjects  connected  with  it  were 
scarcely  touched  upon.  Bat  the  close  of  the  Session  made  them 
Report  the  evidence  to  the  House  as  far  as  it  had  gone.  It  was 
expected  that  a  new  committee  would  have  l>c*eu  appointed  in  the 
new  Parliament  to  continue  the  inquiry,  but  the  Government 
in  tile  meantime  made  up  their  mtnd  as  to  the  changes  tluv 
intended  to  make  in  the  Bank  monopoly*  and  dispensed  with  any 
fuither  inquiry 


52.    Although  the  inqutr)^  was  left  in  a  very  incomplete 
is  to  many  bninches  of  the  subject,  the  evidence  given  embraced 
many  iutenisting  pointa.    The  most  important  of  which  wei^ 
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the  rules  adopted  by  the  Bank  for  regulating  their  issues— the 
expediency  or  the  contrary  of  pablishiog  their  accouDts — the  ex- 
pediency or  the  contrary  of  eatablishincf  Joint  Stock  Banka,  or  of 
having  one  or  moitj  Banks  of  Issue  in  the  metropolis— the  causes 
of  the  panic  of  1825,  and  the  action  of  the  Bank  during  that 
period— the  advantagres  or  the  contrary  of  making  Bank  notes 
legal  tender,  and  the  effects  of  the  usury  laws  on  commerce 

53.  The  great  truths  regarding  the  reg^ulation  of  a  paper 
currency,  which  had  been  approved  of  by  the  Bullion  Committee, 
were  now  unanimously  recognised  by  the  Directors,  and  Mr. 
Horsley  Palmer,  the  Governor  of  the  Bank,  being  asked  by  what 
principle,  in  ordinary  times,  the  Bank  was  guided  in  the  regulation 
of  its  issues,  said,  that  in  a  period  of  full  currency,  and,  eonse- 
quently,  with  a  par  of  exchange,  the  Bank  considered  it  desirable 
to  invest  two-thirds  of  its  liabilities  of  all  sorts  in  interest-lx-ari ng 
flccnrities,  and  one-third  in  bullion.  The  cirenlation  of  the 
country  being  then  regulated  by  the  action  of  the  foreign  ex- 
changes, the  Bank  was  extremely  desirous  to  avoid  using  any 
active  power  of  regulating  the  circalation,  but  to  leave  that 
entirely  in  the  hands  of  the  public.  The  action  of  the  public  was 
fully  sufficient  to  rectify  the  exchanges  without  any  forced  action 
of  the  Bank  in  buying  or  selling  secnrities.  He  thought  it 
desiitble  to  keep  the  securities  very  nearly  at  the  same  amount, 
because  then  the  pulilic  could  always  act  for  themsel?es  in  return- 
ing notes  for  bullion  for  exportation  when  the  exchanges  were 
nnfttvourable,  and  if  there  was  a  great  influx  of  gold,  the  Bauk 
could  always  re-assume  its  proportion  by  transferring  part  of  the 
bullion  into  securities.  He  considered  that  the  discount  of  private 
paper  was  one  of  the  worst  means  which  the  Bank  could  adopt 
for  regulating  its  notes,  as  it  tended  to  produce  a  very  prejudicial 
extension  of  their  notes.  He  condemned  strongly  the  practice  of 
the  Bank  during  the  restriction  with  respect  to  the  extensive  dis- 
oonnts  of  mercantile  paper  at  5  per  cent,  when  the  market  rate 
WAS  much  higher,  which  necessarily  led  to  an  excessive  issue 

64.  The  great  majority  of  the  witnessea  were  in  favour  of  a 
publication  of  the  accounts  of  the  Bank,  as  tending  to  inspire 
greater  public  confidence  than  the  mystery  in  wliich  they  were 
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then  enveloped,  and  also  acting  as  a  check  upon  the  directors 
themselves.  Ahuosi  ftll  the  witnesses  were  against  the  establish- 
ment of  Joint  Stuck  Banks  in  Lomlon,  as  they  wonld  tend  to 
injure  the  private  bankers.  Considering  the  ideas  of  the  age 
▼hen  class  interests  were  supreme,  we  need  not  be  surprised  at 
this  uiianimitjof  feeling;  nor  that  it  rather  escaped  the  attention 
of  ihe  witiiL'Bses  that  it  was  not  the  interests  of  the  private 
bankers^  however  respecUible  they  were,  that  was  the  pai'amount 
consideration »  but  wlmt  ivas  best  for  the  public  good.  And  still 
moi-e  decidedly  were  the  witnesses  opposed,  with  scarcely  an  ex- 
ception, to  tlie  establishment  of  any  new  joint  stock  banks  of 
issue  in  London*  There  was  a  very  prevalent  feeling  that  Bank 
of  England  notes  should  be  made  legal  tender,  as  a  means  of 
allaying  a  drain  on  the  country  bankers  for  gold  during  a  panic 

55.  It  was  at  this  time  that'we  may  date  the  first  prominent 
appearance  of  the  great  modern  heresy,  that  bills  of  exchange  and 
cheqnes  form  no  part  of  the  circulating  medium  or  cnrrcncy. 
As  this  nuhappy  doctrine,  however,  was  ranch  more  emphatically 
pronounced  a  few  years  later,  we  may  defer  considering  it  to  that 
period.  The  committee  pronounced  no  opinion  of  their  own  on 
the  various  points  brought  out  in  the  evidence 

50,  The  harvest  of  18S2  was  unusually  abundant,  which 
caused  a  great  depression  of  the  price  of  all  sorts  of  agricultural 
produce  towards  the  end  of  1832,  followed,  of  course,  by  "agri- 
coitural  distress."  This  was  brought  before  the  notice  of  Par- 
liament in  the  speech  from  the  throne  at  the  opening  of  the 
S*.^>«ion  of  1833,  and  a  committee  was  appointed  to  inquire  into  it. 
This  distress  afforded  the  irreconcileable  enemies  of  the  Act  uf 
1810  another  opportunity  of  attacking  it  Mr.  Attwood  moved 
for  a  committee  to  inquire  how  far  the  present  distress  was  con- 
nected with  the  monetary  system.  Lord  Althorp  immediately 
met  the  motion  by  an  amendment,  that  any  change  in  the  mo- 
netary system  which  would  have  the  effect  of  lowering  the  standurd 
of  value  wafi  inexpedient,  which,  after  a  debate  of  three  night«, 
was  carried  by  a  majority  of  804  to  49 

67-    On  the  Slst  May,  1833,  Lord  Althorp  moved  a  series  of 
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raolntiOBB  for  the  renewal  of  the  Bank  Charter,  one  of  which  was, 
that  so  loii^T  as  the  Bank  was  bound  to  pay  its  notes  in  gold, 
bank  notes  should  be  declared  legal  tender,  except  by  the  Bank 
itself.  Several  membera  wished  for  further  delay  to  consider  the 
resolotionSf  as  the  Session  was  nearly  at  an  end  ;  but  Sir  Robert 
Peel  was  decidedly  of  opinion  that  the  House  would  be  abandoning 
ita  duty  if  it  consented  to  postpone  the  question.  He  was  of 
opiTiion  that  it  was  desirable  to  continue  the  privileges  of  the 
Bank,  and  that  there  should  be  but  one  bank  of  issue  in  the 
metro|X)liB,  in  order  that  it  might  exercise  an  undivided  control 
over  the  issue  of  paper,  and  give  fatUities  to  commerce  in  times 
of  tiijfficitUy  and  aUirm,  which  it  could  not  give  with  the  same 
effect  if  it  were  subject  to  the  rivalry  of  another  establishment. 
He  resisted,  at  great  length,  the  proposition  for  raaldng  bank 
Dotei  legal  tender,  as  a  departure  from  the  principle  of  the  Act  of 
1819,  and  the  true  principles  that  should  govern  a  paper  currency. 
It  was  decided,  by  a  majority  of  310  to  83,  to  proceed  with  the 
consideration  of  the  resolutions.  The  plan  of  making  bank  notes 
legal  tender  gave  rise  to  much  diirerence  of  opinion^  but  was 
carried  by  214  to  15G 

68.  We  have  already  seen  that  the  public  had  attempted,  at 
various  tinifs,  to  form  rival  banking  companies  to  the  Bank  of 
England,  and  in  ITO'J  and  1742,  the  Bank  Acts  bad  been  framed 
to  stop  up  various  loop-holes  which  had  been  successively  dis- 
»vered.  In  1742,  the  phraseology  used  had  been  supposed  to 
quite  effectual  for  that  purpose.  At  that  time,  the  custom  of 
giving  notes  payable  to  bearer  on  demand  to  their  customers  in 
return  for  deposits,  was  considered  so  essentially  the  fundamental 
idea  of  banking,  that  to  prohibit  the  giving  of  these  notes  was 
deemed  an  effectual  bar  upon  carrying  on  the  business  of  banking. 
But  in  process  of  time — about  1793 — ^the  London  bankers  dis- 
continued issuing  notes  payable  to  bearer  on  demand.  The  Act 
of  1742  was  considered  to  be  so  effectual  a  bar  upon  establishing 
banking  companies  in  general,  that  for  a  long  time  it  e8cai>ed 
public  observation  that  the  method  of  doing  buwincsa  by  w*aY  of 
chequt«  enabled  bunking  companies  to  elude  the  wording  of  the 
Act  of  1742.  la  179t»,  when,  in  consequence  of  the  restrictive 
of  the  Bank  of  England,  much  distress  was  felt  la 
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London  from  the  want  of  a  circnlating  medium,  an  association  of 
merchants  and  bankers  was  formed,  for  the  purpose  of  providing 
a  circulating  medium  which  should  not  infringe  the  priWle^ea  of 
the  Bank ;  the  question  was  considered  by  them,  in  what  the 
Bank's  privileges  of  exclusive  "  banking  "  did  consist,  and  they 
determined,  "  The  privilege  of  exclusive  banking  enjoyed  by  the 
Governor  and  Company  of  the  Bank  of  Englnndt  as  defined  by 
the  Acts  of  Parliament  under  which  they  enjoy  it,  seems  to  con- 
sist in  the  power  of  horrowing,  owing^  or  taking  up  money  on 
their  bitU  or  notes  pfujahh  on  demand,''  About  the  year  1822, 
some  writers  detected  this  flaw  in  the  monopoly  of  the  Bunk,  and 
maintained  that  a  joint  stock  bank  of  deposit  was  no  infrinp^ement 
of  the  Charter,  and  that  such  banks  might  be  formed,  and  carry 
on  a  very  guccessfal  business  without  issuing  notes  at  all,  but  by 
merely  following  the  practice  of  the  London  baokers  by  adopting 
cheques.  Though  this  idea  was  much  discussed  in  pamphlets  at 
that  period,  no  practical  result  ensued 

69.  It  is  somewhat  remarkable  that  the  discovery  should 
have  been  allowed  to  lie  unfruitful  for  so  long  a  period.  When 
the  Government  first  entered  into  negotiation  with  the  Bank  in 
1833,  concerning  the  terms  of  the  renewal  of  the  Charter,  they 
were  pei^uaded,  as  well  as  the  whole  mercantile  coramonity,  that 
the  monopoly  forbade  hanks  of  any  description  whatever,  with 
more  than  six  partnera,  being  formed,  In  the  course  of  the 
negotiation,  however,  this  was  brought  under  the  notice  of  the 
Government,  who  took  the  opinion  of  their  law  officers  on  so  im- 
portant a  point  The  opinion  of  the  Crown  lawyers  was  that  the 
clause  did  not  prohibit  joint  stock  banks  of  deposit  being  formed. 
The  directors  and  proprietors  of  the  Bank  were  much  disturbed 
at  finding  this  flaw  in  their  monopoly,  and  requested  the  Govern- 
ment to  have  it  rectified ;  but  Lord  Althorp  said  that  the  bargain 
was  that  their  privileges  should  not  be  diminished,  bnt  he  would 
not  agree  to  any  extension  of  them.  In  order  to  remove  all 
doubts  upon  the  subject,  the  Solicitor-General  brought  up  a 
clause,  by  way  of  rider,  declaring  the  right  to  form  sudi  banks. 
He  said  that  the  basis  of  the  contract  with  the  Bank  was.  that 
they  were  to  enjoy  whatever  monopoly  they  already  ixHJsessed,  bnt 
nothing  beyond  it.    He  had  examined  the  case  with  the  ntmort 
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care,  and  there  was  no  pretence  for  sayiog  that  Bucb  banks  were 
fin  encroachment  upon  the  monopoly  of  the  Bauk.  The  Bank, 
aa  originally  fouuded,  was  a  hank  of  ume,  and  the  monopoly 
first  granted  in  1697  must  be  held  to  refer  only  to  bauka  e^'usdmn 
ymicru.  Such  had  been  the  on i form  language  of  all  the  Bub- 
sequent  Acts.  The  claose  upon  which  their  moiiojjoly  rested  was 
strictly  confined  to  the  issue  of  paper  money.  Banks  of  deposit 
were  lawful  at  common  law,  and  it  rested  with  tho&e  who  said  it 
was  forbidden,  to  point  out  the  Act  which  prohibited  them 

60,  The  chief  provisions  of  the  Act  were  as  follows  (Statute 
1838»  c.  98)— 

1»  The  Bank  was  continued  aB  a  Corporation,  >dth  Fiich 
exclusive  privileges  of  banking  as  was  given  by  the  Act^  for  a 
certain  time,  and  on  certain  conditions,  during  which  time  no 
society  or  company  exceeding  six  peraons  nhould  make  or  issue  iri 
London,  or  within  sixty-five  miles  thereof,  any  bill  of  exchange 
or  promissory  note,  or  engagement  for  the  payment  of  money  on 
demand,  or  upon  which  any  person  holding  the  same  may  obtiiin 
payment  on  demand.  But  cx)untry  bankers  might  have  an  agency 
in  London  for  the  sole  purpose  of  paying  such  of  their  notes  as 
mit,'ht  be  presented  there 

2.  For  the  purpose  of  removing  any  doubts  that  might  exist 
BB  to  what  the  exclnsive  privilege  of  banking  which  the  Bank  of 
England  enjoyed  consisted  in,  it  was  enacted  that  any  body  politic 
or  corporate,  or  society  or  company,  or  partnership,  of  whatever 
number  they  consisted,  might  carry  on  the  business  of  banking  in 
London,  or  within  sixty-five  miles  thereof,  provided  that  they  did 
not  borrow,  owe,  or  take  up  in  England  any  sum  or  sums  of 
motley  on  their  bills  or  notes  payable  on  demand,  or  at  any  less 
time  than  six  months  from  the  borrowing  thereof,  during  the 
continuance  of  the  privileges  of  the  Bank  of  England 

8.  All  the  notes  of  the  Bank  of  England,  payable  on 
demand,  which  should  be  issued  out  of  London,  should  be 
payable  at  the  place  where  they  were  issued 

4.  Upon  one  year's  notice,  to  be  given  within  six  months 
after  the  expiration  of  ten  years  from  the  1st  day  of  August, 
1834,  and  repayment  of  all  debts  due  by  Parliament  to  the 
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Bank,  its  privileges  were  to  cease  and  determine  at  the  end 
of  the  year's  notice 

.*)♦  So  long  as  the  Bank  paid  its  notes  on  demand  in  legal 
coin,  they  were  declared  to  be  legal  tender  of  payment,  ejtcept  by 
the  Bank  itself,  or  any  of  its  branches.  No  notes  not  made 
specially  payable  at  any  of  the  branches  were  liable  to  be  paid 
there ;  bat  the  notes  issued  at  all  the  branches  were  to  be  payable 
in  London 

6.  Kegnlations  abonfc  poblifihing  its  accounts,  and  exemptions 
of  bills  and  notes  not  having  more  than  three  months  to  run, 
from  the  usnr)'  laws — these  being  altered  now,  need  not  be  de- 
tailed 

7.  The  public  were  to  pay  off  one-fourth  part  of  the  debt 
due  to  the  Bank,  and  the  proprietors  might  reduce  the  capitul 
stock  of  the  Bank  by  that  sura  if  they  chose 

8.  In  consideration  of  these  privileges,  the  Bank  was  to  give 
np  £120»000  a  year,  from  the  sum  they  received  for  managing 
the  public  debt 

61.  For  several  ycara  after  the  renewal  of  the  Bank  Charter 
the  harvests  were  unusually  abundant,  which  caused  all  sorts  of 
ngricaltural  produce  to  be  ruinously  depressed.  Wheat  fell 
continuously  through  1834  and  1835,  till,  in  the  last  week  in 
December,  18S5,  its  price  was  ZGs.  the  imperial  quarter*  As  all 
agricultural  contracts  were  framed  on  the  expectation  that  wheat 
would  not  be  much  less  than  70«.  the  quarter,  this  long-continued 
depression  produced  the  most  severe  distress.  At  the  same  time, 
however,  all  the  manufacturing  interests  were  in  a  state  of  un- 
exampled prosperity  from  the  abundauce  and  cheapness  of  food. 
The  long-continued  low  price  of  com  caused  less  to  be  sown  in 
1835,  and  the  spring  of  183G  was  unfavourable.  These  causes 
combined  to  raise  the  price  of  wheat  in  183(i,  and  the  harvest 
time  being  wet  and  cold,  caused  the  price  to  rise  to  61«.  M.  in 
Uie  autnmn 

62,  The  state  of  extraordinary  prosperity  enjoyed  by  the 
commercial  intei-ests  during  18a3*34-35  gave  rise  to  an  immense 
amount  of  speculation  and  dabbling  in  foreign  loans^  as  if  peopli? 
teemed  incapable  of  learning  wisdom  from  the  experience  of  l^t^, 
Tbe  unexpected  success  of  the  iirst  railway  gave  rise  to  a  coa- 


11 


PRESSURE    IN   1836 


137 


Biderable  amount  of  Bpeciilatioa  in  the  formation  of  railways.  An 
iinmense  extension  of  the  joint  stock  banking  system  economised 
capifcal  to  a  great  degree,  and  afforded  the  means  of  the  most  fatal 
extension  of  credit.  On  the  14th  August,  1834,  Lord  Wharncliffe 
called  the  attention  of  the  Ministry  to  the  prodigious  extension 
of  joint  stock  banks  and  their  branches,  and  the  insufficient 
capital  they  were  trading  with.  The  important  subject  of  joint 
Btock  banking  was  brought  before  the  House  of  Commons  in 
183r»,  and  a  Committee  was  appointed  to  inquire  into  it.  The 
Committee  sat  during  the  Session  and  made  two  reports,  which 
will  bo  noticed  in  a  subsequent  chapter.  This  fever  of  specu- 
lation reached  its  acme  in  tlie  spring  of  183G.  Mr.  Poulett 
Thompson,  President  of  the  Board  of  Trade,  said  in  the  House 
of  Commons  on  the  6th  of  May,  1836 — 

"It  is  impossible  not  to  be  struck  with  the  spirit  of  epeca^ 
Ifttlon  which  now  exists  in  the  country,  bat  I  beh'eve  that  there  is 
a  great  difference  in  the  state  of  things  and  what  took  place  in 
1825.  The  spirit  of  specalation  was  then  turned  to  foreign 
adventure  of  the  most  extraordinary  description ;  bnt  now  specu- 
lation is  directed  to  home  objects,  which,  if  pushed  too  far,  may 
be  very  mischievous,  though  the  conReqnences  may  not  be  quite 
so  mischievous  as  in  1825.  But  really,  on  turning  to  any  news- 
paper, or  any  price  current,  and  observing  the  advertisements 
of  joint  stock  companies  upon  every  possible  subject,  however 
unfit  to  be  carried  on  in  the  present  state  of  society,  every  man 
must  be  struck  with  astonishment  at  the  fever  which  rages  at  this 
moment  for  these  speculations,  I  felt  it  my  duty  some  time  ago 
to  direct  a  register  to  be  kept,  taking  the  names  merely  from  the 
Xiondon  and  a  few  country  newspapers,  of  the  different  joint  stock 
companies,  and  of  the  nominal  amount  of  capital  proposed  to  be 
embarked  in  them.  The  nominal  capital  to  be  raised  by  sub- 
scription amounts  to  nearly  £200,000,000  and  the  number  of 

companies  to  between  300  and  400 The  greater 

part  of  these  companies  are  got  up  by  spccnlatoi-s,  for  the  purpose 
of  selling  their  shares.  They  bring  up  their  shares  to  a  premium, 
and  then  sell  them,  leaving  the  unfortunate  purchasers,  who  are 
foolish  enough  to  invest  their  money  in  them,  to  shift  for  them- 
eclves,  I  have  seen  also,  with  great  regret,  the  extent  to  which 
joint  stock  banks  have  sprung  up  in  different  parts  of  the 
Qoontry*    I  believe,  indeed,  that  great  good  has  arisen  from 
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joint  stock  banks,  but  the  observatioDS  I  have  made  with  regard 
to  other  companies  are  equally  applicable  to  many  of  the  joint 
stock  bunks  that  are  springing  up  in  different  parts  of  the 
country,  and  the  existence  of  which  can  only  be  attended  with 
mischief  " 

63.  We  have  seen  that  since  the  Bank  of  England  had 
adopted  the  principles  of  the  Bullion  Report  in  1827,  the  method 
they  adopted  of  carr3ring  them  into  effect  was  to  keep  their 
*^  securities  "  as  nearly  as  possible  even,  and  to  keep  their  bullion 
and  cash  equal  to  one-half  the  "  securities ;"  the  bullion,  easily 
and  securities  being  together  equal  to  their  "liabilities.**  Having 
got  the  Bank  into  this  position  while  the  exchanges  were  at  par, 
to  throw  any  action  either  of  increase  or  decrease  of  their  issues 
of  notes  entirely  upon  the  public,  either  by  means  of  the  foreign 
exchanges  or  by  an  internal  extra  demand  for  gold.  The  Bank 
was  got  into  this  normal  condition  in  October,  1833,  when  its 
"liabilities,  i.e.j  the  issues  and  the  deposits,  were  £32,000,000, 
the  <' securities  "  were  £24,200,000  and  the  bullion  £10,900,000. 
Some  transactions  with  the  East  India  Company  and  Ki^et'ulations 
in  South  American  stock  occurred  to  derange  these  proportions  in 
1834,  and  caused  an  export  of  specie;  but  in  1835  the  foreign 
exchanges  became  favourable  and  the  drain  was  an'ested.  But  in 
the  meantime  the  Bank  had  totally  lost  all  power  of  preserving 
the  proportion  between  the  bullion,  securities,  and  liabilities  it 
had  professed  to  adhere  to.  The  following  table,  taken  at 
intervals,  will  exhibit  this  very  clearly — 

LiAl)iliUeB. 


1  Oct,  1833,  £30,987,000 
11  Mar.,  1884,  £31,372,000 
15  July,   1884,  £87,564,000 

9  Sept.,  1834,  £31,058,000 
13  Jan.,    1825,  £33,071,000 

5  May,    1833,  £29,417,000 


Securities,  £22,640,000 
Bullion,  £10.527,000 
Ki^curities,  £24,777,000 
Bullion,  £8,901,000 
Securities,  £31,735.000 
Bullion,  £8,298,000 
Securities,  £2G,C43,0O0 
liullion,  £7,010,000 
Securities,  £29,105,000 
BuUion,  £«,608,000 
Securities,  £26,179,000 
BuUion,        £5,951,000 
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This  was  the  lowest  point  which  the  amount  of  bullion 
reached,  and  the  drain  was  arrested.  The  above  table  shews  how 
totally  deranged  the  proportious  were  to  what  the  directors  oon- 
Bidered  to  be  a  proper  position  for  the  Bank.  From  that  time 
bullion  continued  to  flow  in,  till,  in  March,  1830,  it  slightly 
exceeded  eight  millions;  but,  even  then,  the  secmitiea  were  three 
times  the  bullion,  instead  of  twioe,  as  they  ought  to  have  been 

64.  The  amount  of  bullion  in  the  Bank  was  at  ita  height 
in  March,  1886,  nud  then  began  steadily  to  decline  again;  in  the 
middle  of  July  it  had  fallen  Mow  six  millions,  when  the  Bank 
thought  it  was  necessary  to  endeavour  to  stop  it,  and  it  raised 
the  mte  of  discount  to  4J  per  cent.  This  had  no  effect^  however, 
in  stopping  the  demand  for  discoant.  In  September  the  bullion 
barely  exceeded  five  millions,  and  the  Bank  raised  the  rate  of 
discount  to  5  per  cent.  Now  the  bubbles  blown  in  the  preceding 
year  and  spring  of  1836  were  fast  bursting  on  all  hands 

66.  The  drain  on  the  coffers  of  the  Bank  proceeded  at  a 
rapid  rat^,  both  from  external  and  internal  causes.  Preeident 
Jackson  had  determined  that  the  Charter  of  the  National  Bank 
of  the  United  States,  which  expired  in  18.^6,  should  not  l>e 
renewed,  and  that  the  currency  of  that  country  should  be  placed 
on  a  sounder  footing  than  it  had  hitherto  been,  by  forming  a 
sonnd  metallic  basis.  Operations  to  effect  this  pnrpr>se  soon 
commenced.  Immense  quantities  of  American  securities  of  all 
■orta  were  imported  into  Euglnnd,  and  negotiated  for  the  purpose 
af  remitting  the  specie  to  America.  The  improperly  low  rate  of 
diacaunt  in  this  country,  favoured  by  the  inordinate  multiplication 
of  Banks,  enabled  a  great  quantity  of  these  securities  of  various 
descriptiona  to  be  realized  in  England,  and  the  cash  was  remitted 
to  America 


66.  The  joint  stock  banks  had  been  blowing  the  bubble  of 
credit  to  the  utmost  tenuity,  by  re-disoounttng  most  of  the  bills 
which  they  discounted.  This  practice  largely  increases  the  pro- 
portion of  paper  currency  compared  to  the  metallic  basis,  and,  of 
course,  adds  to  any  peril  in  tiraBS  of  discredit.  The  Bank  of 
England,  at  length,  but  too  tardily,  as  has  almost  invariably  been 
the    case,  awoke  to  the  rmpending   danger,  and  determined  to 
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strike  a  blow  at  the  distended  state  of  credit.  It  not  only  raised 
the  rate  of  discount  to  five  per  cent,  in  August,  but  absolnt^^ly 
refused  to  discount  any  bills  indorsed  by  any  joint  stock  bank  of 
ififiue.  This  was  a  great  blow  at  the  great  anjount  of  American 
securities  afloat  in  the  country,  as  most  of  those  bills  had  been 
purchased  by  the  joint  stock  banks,  and  re-iasued  with  their 
indorBemeut  upon  them 

67.  In  the  autumn  of  1836,  the  Bymptoma  of  the  comiopf 
Btorm  were  very  apparent,  especially  in  Ireland.  One  very  large 
joint  stock  bank,  the  Agricultural  and  Commercial,  was  known  to 
he  IQ  difRcuUiea  early  in  the  autumn,  and  it  made  several  applica- 
tions to  the  other  joint  stock  banks  in  Ireland,  and  England,  and 
Scotland,  for  assistance,  which  they  all  refused.  It  also  made  a 
call  upon  its  shareholders  which  was  not  responded  to.  The 
other  Irish  banks,  foreseeing  a  stoppage  of  the  Agricultural  aud 
Commercial,  had  been  laying  in  a  stock  of  gold,  to  meet  the  rua 
which  would  necessarily  follow  the  failure  of  a  bank  with  so 
many  ramiticationg.  The  sum  in  gold  which  the  Irisli  banks 
laid  in,  to  provide  for  the  run,  was  estimated  to  he  not  leas  thaa 
£2,000,000,  all  of  which  came  from  the  Bank  of  Eugland. 
Much  of  this  was  required  on  account  of  the  extraordinary 
differences  of  opinion  that  were  given  by  the  most  emiuent  Irish 
counsel,  as  to  whether  the  Bank  of  England  notes  were  tender  in 
Ireland,  Three  very  emiuent  lawyers  held  that  they  were  legal 
tiMider,  and  three  equally  eminent  held  that  they  were  not.  The 
Bank  of  Ireland  itself  thought  that  they  were  not,  aud  were  still 
less  inclined  to  make  the  experiraent  when  tliere  was  such  a 
diffei*encc  of  opinion  among  the  lawyers.  The  other  banks 
followed  the  example  of  the  Bank  of  Ireland,  and  provided  gold 

68.  The  catastrophe  that  had  been  foreseen  took  place  on 
the  I4th  of  November,  when  the  Agricultural  and  Commercial 
Bank  stopped  payment,  which  was  iranied lately  followed  by  a 
general  run  upon  all  the  Banks  in  Ireloud  ;  but  it  was  wt;ll  met, 
f^om  the  care  which  had  been  previously  taken  to  provide  8|»eeio. 
Bo  great  was  the  state  of  discredit,  that  even  the  Bmik  of  England 
notes  were  at  a  heavy  discount  in  Dublin.  The  Bank  of  Irehmd 
would  only  take  them  in  very  small  qnanttties  from  their  costomen 
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at  a  disoonnt  of  2«.  (>d,  each.  During  all  this  time,  the  diminu* 
tion  of  bullion  ia  the  Baak  of  Enf^land  was  going  on  rapidly* 
At  the  begiDuing  of  October,  it  had  £5,035,000  in  ballion,  to 
meet  £29,869,000  of  liabilities ;  at  the  end  of  November  its 
liabilities  were  £80,941,000,  and  its  hnllion  £3,640,000.  Daring 
December  lis  bullion  slightly  increasod,  and  in  Junaai^  diminiabed 
again.  In  November,  the  Northern  and  CL-iitial  Bank,  with  its 
head  office  in  Manchester,  and  thirty-nine  branches  in  the  manu- 
facturing districts,  became  seriously  embarrassed,  and  applied  to 
the  Bank  of  England  for  assistance,  which  the  Bank  at  firnt 
veftieed ;  but  upon  consulting  the  leading  bankers  in  London, 
their  opinion  was  that  the  stoppage  of  bo  extensive  a  concern  in 
the  manufacturing  districts  would  very  probably  bring  on  a 
general  panic.  The  Bank,  therefore  determined  to  advance  the 
sum  of  £500,000,  to  enable  it  to  meet  its  engagements^  which 
upon  subsequently  discovering  that  these  were  much  more 
extensive  than  had  been  at  first  represented,  was  further  increased 
to  the  sum  of  £1,370,000,  Early  in  January,  a  London  banking 
house  applied  for  a^ssistance  to  the  Bank,  and,  on  the  other  London 
bankers  giving  their  guarantee  to  the  Bank  of  England,  it  made 
advances  sufficient  to  enable  that  house  to  meet  its  engagements. 
The  difficulties  attending  the  American  houses,  both  in  London 
and  Liverpool,  became  now  so  pressing,  that  they  also  were  obliged 
to  apply  to  the  Bank.  Persona  were  appointed  to  look  into  their 
affairs,  who  represented  that,  if  assistance  were  given  them  to 
meet  their  outstanding  engagements,  they  would  ultimately  prove 
solvent.  As  an  additional  reason  for  granting  this  assistance,  it 
was  stated  that  if  these  American  houses  were  permitted  to  stop 
payment,  their  concerns  were  so  vast,  and  so  extended  throughout 
the  north  of  England,  that  a  general  destruction  of  credit  would 
ensue.  After  full  consideration,  the  Bank  determined  to  attempt 
to  carry  these  houses  through  their  embarnissments,  and  for  this 
pnipoee,  it  advanced  the  enormous  sum  of  £6,000,000.  This 
great  operation  was,  however,  successful,  though  the  final  liquida- 
tion  of  the  account  was  retarded  by  the  great  prostration  of 
American  credit  in  1839.  The  advances  made  to  the  banking 
tnteieets  in  England  were  all  repaid,  principal  and  interest,  with 
one  very  trifling  exception.  The  Bank  thus  followed,  for  a  second 
time»  the  principles  laid  down  by  the  Bullion  Beport  and  there 
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can  be  no  doubt  averted  a  calamity  only  second  in  magnitude  to 
the  catastrophe  of  1825 

69.  The  assistance  of  the  Bank  was  only  intended  to  be  of  a 
temporary  natiux-,  to  give  time  for  the  gradaal  withdrawal  of  the 
^veat  mass  of  unsound  paper  from  circulation.  This  hariag  been 
effected  to  a  large  extent,  the  result  followed  which  always  has 
been  the  case,  and  always  must  bo  the  case — a  great  inflax  of 
gold,  to  fill  the  vacuum  caused  by  the  great  annihilation  of  this 
paper  currency.  Duriog  the  whule  of  1837  bullion  rapidly  flowed 
iuto  the  Bank ;  and  in  December  it  reached  the  sum  of  ten  mil- 
lions and  a  half.  The  position  of  the  Bank  on  the  18th  of  March, 
18S8,  was  as  follows— 

LlaLilitioa, 

.01570  000    I  ^^^"^ities £21,046,000 

£81,5/3,000    I   i5^,|io^.,, £10,527,000 

Thus,  after  a  long  period  of  nearly  five  years,  the  Bank  was  ab 
leng^th  brought  back  again  into  what  the  directors  had  laid  down 
for  themselves  as  the  normal  position ;  and  it  enabled  credit  to 
pass  through  a  crisis  which  would  have  been  tenfold  more  severe 
if  it  had  not  been  met  by  that  *' judicious  increase  of  accom- 
modation "  which  the  Bullion  Report  declared  was  the  proper 
remedy  for  a  temporary  failure  of  credit 

70*  From  1832  to  1837  there  had  been  a  series  of  seasons 
of  remarkable  abuudimce.  For  several  yeai*s  a  series  followed  of 
extreme  scarcity.  The  crop  of  1838  was  the  worst  that  had  tieen 
known  since  1816  ;  that  of  1839  was  scaroely,  if  at  all»  better. 
This  great  deficiency  rendertid  it  necessary  to  import  foreign  corn 
to  the  value  of  £10,000^000,  a  considerable  portion  of  this 
leqtiired  to  be  remitted  in  specie.  But,  jnst  at  this  period, » 
number  of  other  concurrent  causes  happened  to  create  a  great 
demand  for  gold  for  foreign  countries.  During  the  preceding 
years  America,  France,  and  Belgium  had  carried  the  extension  of 
paper  credit  to  most  extravagant  lengths.  In  America  the  fatal 
system  of  issuing  bank  notes  upon  "  property"  and  "securities" 
had  been  carried  to  a  length  almost  worthy  of  Law.  In  Franoo 
and  Belgium  joint  stock  banks  had  been  extensively  formed* 
This  great  exteusJon  of  paper  currency  had  the  very  same  efBeot 
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as  the  over  issue  of  paper  bad  in  England  ;  it  drove  bnllion  oat  of 
these  countries^  and  was  one  of  the  causes  which,  together  with  the 
fortunate  destrnction  of  the  extravagant  paper  credit  in  England, 
in  1887,  caused  such  an  influx  of  gold  in  this  country  up  to 
March,  1838.  But,  in  this  latter  year,  these  bobbles  burst.  In 
the  autumn  of  1838  the  Bank  of  Bt-lgiuin  failed,  and  a  severe  run 
upon  the  banks  at  Paris  took  place.  This  revulsion  of  credit, 
and  extinction  of  paper  issues  in  those  countries,  caused  a  current 
of  bnllion  to  set  in  towards  them  which  came  from  the  Bank  of 
England 

71.  In  the  beginning  of  1838,  when  the  bullion  in  the  Bank 
had  been  rapidly  increasing  for  several  months,  the  commercial 
world  thought  it  was  time  for  the  Bank  to  make  use  of  the 
tTOasure  in  its  vanlta.  It  accordingly  reduced  the  rate  of  discount 
from  6  to  4  per  cent.,  and  was  induced  to  send  over  one  mtllioQ 
of  sovereigns  to  America,  the  exchanges  being  favourable  to  that 
country  in  consequence  of  the  destruction  of  paper,  to  assiBt  the 
American  banks  to  resume  payments  in  cash 

72.  The  bullion  in  the  Bank  kept  a  pretty  even  amount  till 
December,  1838,  On  the  18th  of  that  month  the  liabilities 
wei-e  £28,120,000,  the  securities  £20,776.000,  and  the  bullion 
£9,794,000.  From  this  date  a  rapid  and  steady  drain  set  in, 
which  continued  with  unabated  severity  till  October,  1839. 
AVhen  the  Bank  lowered  its  rate  of  discount  to  4  per  cent,  in 
February,  1838,  the  market  rate  had  fallen  still  lower,  and  in 
summer  was  about  3  per  cent.  From  that  time  forward  it  began 
to  rise,  and  at  the  end  of  the  autumn  was  level  with  the  Bank. 
While  everything  was  synipfcoraatic  of  an  impending  drain  of 
bnllion,  the  Bank  on  the  29th  of  November,  suddenly  lowered  its 
rate  to  8^  per  cent,  for  advauces  upon  bills  of  exchange,  East 
India  bonds,  Exchequer  bills,  and  other  approved  securities.  The 
market  rate  of  interest  was  now  decidedly  higher  than  that  of  the 
Bank,  and  the  consequence  was  an  immediate  pressure  for  accom- 
modation on  the  Bank.  The  securities  which,  in  December,  1838, 
were  £19,586,000,  mounted  up  in  January,  1839,  to  £27,594,000, 
and  the  bullion  feU  from  £9.522,000  to  £8*820.000,  The  followiug 
table  will  exhibit  cleai'ly  the  progressive  diminution  of  bullion — 
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18  Dec,,  1888 
1  Jan.,  1839 
15  Jan.  „ 
12  Feb.  „ 
12  March  „ 
9  April  „ 
30  April  „ 
14  May      „ 


LiBbiliUes. 
£28,120.000 
28,150,000 
30,305,000 
26,939,000 
2CA>8H,000 
29,030,000 
26,475,000 
25,711,000 


Socuritiei. 
£20,776,000 
22,377,000 
24,529,000 
22,Gi»8,000 
22,143,000 
22,178,000 
24,536,000 
24,098,000 


BulllOiL 

£0.794,000 
9,048,000 
8,330,000 
7,047,000 
6,580,000 
5.218,000 
4,455,000 
4,117,000 


73*  Up  to  this  time  the  Bank  seemed  to  have  been  struck 
with  actual  paraJysis.  Notwithstaudiug  the  continuous  rise  in 
the  market  rate  of  iut-erest,  and  the  uumigt^ikcAblo  drain  of 
bullion  that  had  set  in,  they,  on  the  28th  of  February,  issued  a 
notice  continuinof  the  same  rates  on  the  same  securities  as  in  the 
previous  November.  And  it  was  not  until  the  16th  May  that  they 
suddenly  raised  it  to  5  per  cent.  The  above  figures  show  how 
eoraplctely  the  directors  had  belied  their  own  principles  of  keepinp^ 
their  bullion  at  one-third  of  the  liabilities.  The  market  rate 
Lad  advanced  considerably  more  rapidly,  so  that  the  Bank  \\i\s 
yet  below  it.  The  drain  still  continued.  On  the  28th  May  tlic 
bullion  stood  at  £3,910,000,  and  the  liabilitiea  upwards  of 
twenty-four  millions  and  a  half;  but  the  directors  seemed  so 
utterly  blind  that,  on  the  30th  May,  the  time  of  shutting  the 
books  for  the  dividendii,  they  still  offered  advances  at  5  per  ceuL 
till  the  23rd  July  on  the  same  securities  as  have  been  last 
metitioned.  However,  on  the  20th  June,  tliey  at  last  became 
ularmed,  and  issued  notices  that  the  rate  of  discount  would  be  5^ 
and  no  securities  would  be  received  except  bills  of  exchange 

74.  On  the  16th  July  the  liabilities  were  £28,860,000, 
the  s^^curities  £28,840,000,  and  the  bullion  £2,987,000.  The 
Directors  at  last  awoke  to  the  fact  that  the  Bank  was  rapidly 
drifting  into  bankruptcy.  On  the  13th  July  they  gave  notice 
that  they  would  be  ready  to  receive  tenders  for  the  purchases  of 
some  terminable  annuities,  but  the  minimum  price  they  fixed  was 
10  high  that  no  sale  took  place 


75*     Besides  raising  tlie  rate  of  discount  in  May,  the  Bank 
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public  aecnrities  to  the  amount  of  £760,000,  and  it  authorised 
bills  upon  Parifl  to  be  drawn  to  ita  account  to  the  amount  of 
£600*000.  These  measures  had  the  effect  for  a  short  time  of 
arresting  the  drain.  But  when  these  bilis  came  to  maturity  the 
Bank  was  in  no  better  position  to  meet  them,  and  it  then  became 
necessary  to  create  a  larger  credit  in  Paris  to  meet  the  first. 
The  position  of  the  Bank  was,  of  course,  well  known  to  all 
the  foreign  dealers  in  exchange,  and  in  June  it  was  generally 
expected  abroad  that  the  Bank  could  not  maintain  payments  in 
specie.  In  consequence  of  tliis,  all  long-dated  bills  upon  this 
country  were  sent  over  for  iminediata  realisation,  and  the  values 
withdrawn  as  speedily  as  possible.  To  counteract  this  drain,  aa 
well  as  to  meet  the  payments  of  the  first  credit  which  had  teen 
created  on  behalf  of  the  Bank,  it  was  obliged,  in  July,  to  orgauise 
a  measure  of  a  much  larger  nature.  Messrs.  Baring  entered  into 
an  agreement  with  twelve  of  the  leading  bankers  in  Paris,  to 
draw  bills  npon  them  to  the  amount  of  upwards  of  £2,000,000 ; 
and  as  each  of  them  had  only  a  fijced  credit  at  the  Bank  of 
Prance,  that  Bank  agreed  to  honour  their  acceptances  in  case 
they  should  bo  presented  there  and  exceed  their  usual  limits. 
An  operation  of  a  similar  nature  to  the  amonnt  of  £^00,000  was 
organised  with  Ham  burg.  As  soon  as  any  bill  was  drawn  on 
account  of  one  of  these  operations,  the  Bank  transferred  an  equal 
amount  of  the  annuities  it  had  offered  for  sale  in  July  to  two 
trustees,  one  for  the  drawci-a  and  the  otlier  for  the  acceptor.  Out 
of  this  second  credit  the  bills  wbich  fell  due  from  the  creation 
of  the  first  credit  were  paid.  This  measure  had  the  effect  of 
gradually  arrestiog  the  drain  of  buHiou,  which  reached  its  lowest 
point  in  the  week  ending  the  2nd  September,  1889,  when  it  was 
reduced  to  £2,406,000,  From  that  time  it  began  slowly  to 
increase  ;  and  in  the  last  week  of  the  year  it  stood  at  £4,582,000, 
the  liabilities  being  £23,864,000,  and  the  securities  £22,098,000. 
The  operations  ensuing  from  this  foreign  credit  extended  over 
nine  months,  from  July,  18i}9,  to  April,  1840,  and  the  highest 
amount  operated  upon  was  in  November,  1839,  when  it  was 
£2,900,000 

76.    The  figures  we  have  quoted,  shewing  the  proportions 
between  the  bullion  and  the  liabilities  of  the  Bank,  are  suffioient      ^ 

TOL.   II.  h 
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to  shew  either  that  there  was  aome  natural  impssibllitj  in 
adhering  to  the  rule  the  directors  had  laid  down  for  their 
guidance  in  1832,  or  that  they  liad  not  sufficient  firmness  to 
contract  their  securities  in  time  of  pressure  to  maiutuin  it.  The 
fla^jrrant  disproportion  which  these  figures  had  assumed,  which 
would  scarcely  be  safe  in  an  ordiuary  batiUing  house,  but  which 
were  to  the  last  degree  perilous  in  the  Bauk  of  Euglatid,  which 
was  known  to  be  the  last  resource  of  every  bank  in  the  kiugdom 
in  times  of  diiRculfcy,  turued  the  attoution  of  writers  to  dcrise 
some  plan  by  which,  if  possible,  the  Bauk  should  be  compelled  to 
maintain  the  proper  proportion  between  bullion  and  liabilitiea. 
Colonel  Torrena  appears  to  have  been  the  originator  of  the  idea> 
which  was  eventually  adopted,  of  dividing  the  Bank  into  two 
distiuct  departments,  independent  of  each  other;  one  for  the 
purpose  of  issuing  a  regulated  amount  of  notes,  and  the  other  for 
carrying  on  the  business  of  banking.  This  plan  was  first  started 
in  1837,  and  was  much  canvassed  and  discnssed  by  several 
eminent  writers  on  the  subject,  such  as  Mr,  Tooke,  Mr.  Norman, 
and  others;  and  we  shall  see  was  afterwards  one  of  the  mijst 
prominent  features  in  Sir  Roljert  Peers  Act  of  1844,  and  we 
shall  reserve  to  its  proper  place  the  account  of  the  plan  which 
was  ultimately  adopted.  The  great  commercial  and  monetary 
crisis  the  country  had  passed  through  within  the  few  preceding 
ycarg,  attracted  much  public  attention,  and  several  petitions 
were  presents  to  Parliament;  and  in  March,  1840,  the  Govern- 
ment detemiiQed  to  institute  an  inquiry  into  the  whole  system 
of  paper  issues.  On  the  10th  of  that  month  the  Chancellor  of 
the  Exchequer,  moved  for  a  Committee  for  that  purpose.  He 
reminded  the  House  that  the  Bank  Charter  would  terminate  iii\ 
1844,  and  lie  thought  it  expedient  that  they  should  not  poflt|ionel 
inquiry  into  the  subject  till  the  last  moment.  That  whatever 
might  be  tlie  difference  of  opinion  nmong  the  most  intelligent 
men,  as  to  what  part  of  the  difficulties  they  had  gone  through 
were  to  be  attributed  to  the  Bank  of  England,  or  other  Batiks, 
still  they  were  very  strongly  of  opinion  that  the  present  system 
required  revision  and  alteitUion.  Leaving  out  of  consideration 
former  transactions,  the  difficulties  and  embarrassments  which  I 
the  country  had  gone  through,  within  the  last  few  years,  had  led| 
the  most  important  bodies,  and  the  largest  of  the  mauuf^u^turing , 
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ike  complaiuta — in  calm  aud  temperate  language — 

an  anxiety  that  the  House  should  iastitnto  an 

into  their  comphuDts,  and  endeavour  to  provide 

ledies.    The  chief  poiuU  of  interest  connected  with 

uid  evidence  are — 

It  the  principle  propounded  in  1832  for  the  raanage- 

le  Bank,  for  the  purpose  of  conforming  with  the 

the  Bullion  Report  was  totally  condemned 

great  rncniern  heresy,  that  bills  of  exchange  form  no 

circulating  medium,  or  currency,  which  was  first 

fore  a  Parliamentary  Committee  in  ltt32,  was   now 

by  the  great  majority  of  the  commercial  and  banking 

Beems  to  have  been  the  firet  adoption  by  mercantile 

theory,  which  is  tlie  reigning  banking  fallacy  of  the 

\,  which  is  DOW  known  by  the  name  of  the  **  Currency 

The  principle  shortly   stated  is  this — That  whm 

ar$  permuted  to  be  i^AWiv/,  thf  number  in  cirruhlion 

tys  hB  exmily  equal  to  the  coin  whkh  would  he  in 

V  if  they  did  not  exist.    The  advocates  of  this  principle 

ftbat  it  is  the  only  true  mode  of  regulating  a  paper 

id  preserving  the  paper  of  equal  value  with  the  guld 

theory  sounds  remarkably  specious  and  phmsible 

the  eminence  of  the  pei^sons  who  have  been  converted 

acquired  much  importance,    Xovcrthelc^s,  we  allirm 

never  was  a  greater  delusiou  palmed  off  upon  the 

ty  of  mankind,  and  that  it  never  could  have  emanated 

'or  be  belie \€d  in  by,  any  one  who  had  the   slight^iat 

Ige  of  banking  accounts 


77.  The  rule  for  managing  the  Bank  so  as  to  conform  to 
the  principles  of  the  Bullion  Rcpoit,  which  had  been  consideiied 
a8  the  acme  of  wisdom  by  all  the  wiLuossea  before  the  Committee 
of  lM:i2,  was  thus  spoken  of  by  Mr,  S.  J.  Lojd,  now  Lord  Overstone 
—"The  role  of  keeping  a  fixed  amount  of  securities,  it  is  true, 
has  been  goggested  by  the  Bank  herself  fur  her  guidance :  but  the 
folly  has  consisted  entirely  in  the  suggestion  of  such  a  rule,  and 
nofc  ia  the  departare  f rom  it."    (Q.  290-1.)    And  again  (Q.  2907) 

L  2 
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to  shew  either  that  there  was  some  natural  imposBibility  ia 
BdheriDg  to  the  rule  the  directors  had  laid  down  for  their 
guidance  in  18$2,  or  tlmt  they  had  not  gufficient  firmness  to 
contract  their  seciiiities  in  time  of  pressure  to  maiutnin  it.  The 
flagrant  disproportion  which  these  fignrcB  had  assumed,  which 
would  scarcely  be  safe  in  an  ordiijary  bankincr  house,  but  which 
were  to  the  last  degree  perilous  in  thi.'  Bunk  of  England,  which 
was  known  to  be  the  last  resource  of  every  bank  in  the  kingdom 
in  times  of  diflicnlfcy,  turned  the  attention  of  writers  to  devise 
some  plan  by  which,  if  possible,  the  Bank  should  be  compelled  to 
maintain  the  profjer  proportion  between  bullion  and  liabilities. 
Colonel  Torrens  appears  to  have  been  the  originator  of  the  idea, 
which  was  eventually  adopted,  of  dividing  the  Bank  into  two 
distinct  departments,  independent  of  each  other;  one  for  the 
purpose  of  issuing  a  regulated  amount  of  notes,  and  the  other  for 
carrying  on  the  business  of  hanking.  This  plan  was  first  started 
in  1837,  and  was  much  canvatiiscd  and  discussed  by  several 
eminent  writers  on  the  subject,  such  as  Mr.  Tooke,  Mr.  Norniun, 
and  others;  and  we  shall  see  was  afterwards  one  of  the  most 
prominent  features  in  Sir  Holxirt  Peel's  Act  of  1844,  and  we 
shall  reserve  to  its  proper  place  the  account  of  the  plan  which 
was  ultimately  adopted,  Tlie  great  commercial  and  monetary 
crisis  the  country  liad  passed  through  within  the  few  preceding 
years,  attracted  miicli  public  attention,  and  several  petitions 
were  presented  to  Parliament;  and  in  March,  1840,  the  Govern- 
ment determined  to  institute  an  inquiry  into  the  whole  system 
of  paper  issues.  On  the  10th  of  that  month  the  Chancellor  of 
the  Exchequer  moved  for  a  Committee  for  that  purpose.  He 
reraiuded  the  House  that  the  Bank  Charter  would  terminate  in 
1844,  and  he  thought  it  expedieut  that  they  should  not  postpone 
inquiry  into  the  subject  till  the  last  moment.  That  whatever 
might  be  the  ditl'erence  of  opinion  among  the  most  intelligent 
men,  Hs  to  what  part  of  the  dithcnlties  they  had  gone  thrc»ugh 
were  to  be  attributed  to  the  Bank  of  England,  or  other  Banks, 
still  they  were  very  strongly  of  opinion  that  the  present  system 
required  revision  and  alteration.  Leaving  oat  of  consideration 
former  transactions,  the  difficulties  and  embarrassments  which 
the  country  had  gone  through,  within  the  last  few  years,  had  led 
the  most  im|)ortant  bodies,  and  the  largest  of  the  mauufucturing 
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ttowm,  to  make  complainta— in  calm  aud  temperate  luuguage — 
and  to  express  an  anxiety  that  the  House  should  insfcitiifce  an 
investigation  into  their  complaints,  and  endeavour  to  provide 
odeqimie  remedies.  The  cliief  points  of  interest  connected  with 
the  report  and  evidence  are — 

1.  That  the  principle  propounded  in  1832  for  the  mann^c- 
inent  of  the  Bank,  for  the  purpose  of  conforming:  with  the 
principles  of  the  Bullion  Report  was  totally  condemned 

2.  The  great  modem  heresy,  that  bills  of  exchange  form  no 
part  of  the  circulating  medium,  or  currency,  which  was  first 
BSBerted  before  a  Parliamentary  Committee  in  1882,  was  now 
maintained  by  the  great  majority  of  the  commercial  and  banking 
witnesses 

3.  This  seems  to  have  been  the  first  adoption  by  mercantile 
men  of  the  theory,  which  is  the  reigning  banking  fallacy  of  the 
present  day,  which  is  now  known  by  the  name  of  the  "  Carrency 
Principle."  The  principle  shortly  stated  is  this — Tk^it  when 
Bank  notes  are  permithd  to  be  isnuvd,  thfi  number  in  circulaiion 
sfiould  always  be  exactly  equal  to  the  coin  ivhich  would  he  in 
circulation  if  they  did  not  exist.  The  advocates  of  thiij  principle 
maintain  that  it  is  the  only  true  mode  of  regulating  a  pajier 
currency,  and  preserving  the  paper  of  equal  value  with  the  guld 
coin.  This  theory  sounds  remarkably  specious  and  plausible 
and,  from  the  eminence  of  the  persons  who  have  been  converted 
to  it,  has  acquired  much  importance.  Nevertheless,  we  affirm 
that  there  never  was  a  greater  delusion  palmed  off  upon  the 
credulity  of  mankind,  aud  that  it  never  could  have  emanattid 
from,  or  be  bclie\ed  In  by,  any  one  who  bad  the  slightest 
knowledge  of  banking  accounts 


77.  The  rale  for  manai^ing  the  Bank  so  as  to  conform  to 
the  principles  of  the  Bullion  Report,  which  had  been  considered 
as  the  acme  of  wisdom  by  all  the  witnesses  before  the  Committee 
of  1832,  was  thus  spoken  of  by  Mr.  S.  J,  Lojd,  now  Lord  Overstoue 
— "The  mle  of  keeping  a  fi^ed  amount  of  secorities,  it  is  true^ 
has  been  soggested  by  the  Bank  lierself  for  lier  guidance :  but  the 
folly  has  consisted  entirely  in  the  suggestion  of  such  a  rule,  and 
not  in  the  departure  from  it."    (Q.  2a04.)    Ami  ai^ain  (Q.  2yuT) 

L  2 
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— **  First  for  the  simple  and  exclneive  purpose  of  regulating  the 
cironlation  of  the  country,  it  leaves  us  without  any  rule  whatever: 
and  accordingly  we  find  hj  the  published  returns  that  no  fixed 
relation  exists  between  the  amount  of  bullion  and  the  amount  of 
circulation.  Second,  the  circulation  may  decrease  while  the  bul- 
lion is  increasing,  or  it  may  increase  whilst  the  bullion  is  de- 
creasing. We  have  had  practical  examples  of  each  kind  within 
the  last  few  years.  Third,  the  bullion,  though  the  demands  of  the 
deposUors  may  leave  the  Bank  coffers  in  large  amounts;  in  fact 
it  may  be  wholly  drained  out  without  any  con- 
traction of  the  circulation,  and,  tfiersfore,  wWwut  any 
effect  being  jtrodu^d  on  prices  or  tJu  foreign  exchanges^  by  means 
of  which  the  drain  may  he  cfmked  " 

This  passage  deserves  the  closest  attention,  because  the  Bank 
Act  of  1844  was  expressly  devised  for  the  purpose  of  preventing 
Buch  a  thing,  and  we  shall  see  shortly  how  far  it  was  effectual  for 
this  parpose 

78.  Nothing  can  be  more  wearisome  than  to  read  through 
the  enormous  ma&s  of  heterogenous  qeestions  heaped  upon  one 
another,  without  aim  or  drift,  tending  to  no  result,  and  capable  of 
producing  none.  Nothing  can  be  more  humiliating  than  the 
contrast  between  the  Bullion  Committee  of  1810  and  the  Com- 
mittee of  1810.  The  Bullion  Committee  were  masters  of  the 
Ecience ;  they  knew  how  to  govern  the  direction  of  the  inquiry, 
to  cross-examine  the  witnesses,  and  to  make  them  expose  their 
own  fallacies,  by  involving  them  in  contradictions  and  incon- 
sistencies. And,  when  the  witnesses  had  given  their  opinions, 
the  Committee  were  able  to  judge  and  decide  upon  the  value 
of  the  testimony,  and  the  result  was  the  complete  demolition 
of  the  opinions  of  the  great  majority  of  the  witnesses.  But, 
in  the  Committee  of  1640,  the  want  of  a  presiding  mind  is  pain- 
fully conspicuous.  They  were  totally  destitute  of  any  knowledge 
of  the  principles  of  the  science  of  banking;  and  after  having 
protracted  the  inquiry  through  two  Sessions,  they  were  obliged 
to  come  to  the  humiliating  confession  of  their  own  incompetence 
to  frame  a  report  on  the  evidence  given,  and  to  suggest  to 
Parliament  the  expediency  of  appointing  a  commission  for  that 
purpose  t 
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79.  From  l638  there  ensued  a  dismal  series  of  four  bad 
harvests  in  succession,  which  were  attended  with  much  suffering 
to  the  people ;  high  prices  of  corn,  and,  as  a  natural  consequence, 
large  importations  of  foreign  com,  and  a  very  low  amount  of 
bullion  in  the  Bank.  In  fact,  the  alleged  rule  of  1882  was  a 
complete  dead  letter,  and  it  was  not  till  the  27th  of  August,  1842, 
that  these  proportions  were  again  attained,  when  the  liabilities 
stood  at  £29,022,000,  and  the  bullion  at  £9,729,000.  The  crops 
of  1842-48-44  were  prodigiously  abundant — the  latter  more  so  than 
any  for  ten  years  proceeding.  The  consequences  of  this,  as  well 
as  other  circumstances  which  happened  at  that  time  to  economise 
the  capital  of  the  country,  produced  a  cycle  of  years  of  great 
apparent  prosperity,  but  which  ended  in  the  general  revulsion  of 
1847.  This  latter  part  is  beyond  the  limits  of  this  Chapter,  The 
bullion  in  the  Bank  continued  steadily  and  rapidly  to  accumulate 
until  in  December,  1843,  it  reached  a  higher  limit  than  it  had 
ever  done  bef<»re,  being  JC14,982,000|  and  continued  to  increase 
after  that  until  the  passing  of  the  Act  of  1844 
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CHAPTER  Xn 

FROM  THE  BANK   ACT  OF  18U  TO  THE  PRESENT 

TIME 


1.  On  the  0th  May,  1844,  Sir  Robert  Peel  moved  a  resolntion 
of  the  House,  that  ib  was  expcflient  to  continue  for  a  limited  time 
certain  of  the  privileges  then  enjoyed  by  the  Bank  of  England, 
subject  to  any  conditions  that  might  be  passed  by  any  Act  for 
that  purpose.  In  bringing  this  resolution  forward,  he  gave  a 
preliminary  sketch  of  the  evils  of  the  paper  currency  as  it  then 
bUkkI,  and  the  methods  he  proposed  for  placing  it  on  a  sonnder 
footing.  After  dwelling  on  the  importaiioeof  a  metallic  stand/ird 
and  exposing  tlie  absurdity  of  the  theories  which  were  so  prevalent 
during  the  Restriction  Act,  and  the  advantage  of  having  a  single 
standard  of  value,  he  addressed  himself  to  the  more  immediate 
subject  of  consideration— the  state  of  the  paper  circulation  of  the 
country,  and  the  principles  which  ought  to  regulate  it — "I  mast 
stiite,  at  the  outset,  that,  in  using  the  word  money,  I  mean  to 
designate  by  thiit  word  the  coin  of  the  realm,  and  promissory  notes 
payable  to  beiin:r  on  demand.  In  using  the  words  paper  curreiicy, 
I  mean  only  suck  promissory  notes.  I  do  not  inchide  in  theae 
terms  bilk  of  exchange,  or  drafts  on  Imnkers,  or  other  forms  of 
paper  credit.  There  is  a  natural  dlHtinction,  in  my  opinion, 
between  the  character  of  a  promissory  note  payable  to  bearer  on 
demand,  and  other  forms  of  paper  credit,  and  between  the  effocta 
which  they  respectively  produce  upon  the  price  of  commodities, 
and  upon  the  exchanges.  The  one  answers  all  the  purposes  of 
money,  passes  from  band  to  hand  withoat  indorsement,  wtthoat 
examination,  if  there  be  no  suspicion  of  forgery ;  and  it  is,  in  fact, 
what  its  designations  imply  it  to  l)e,  currency,  or  circulating 
medium  .  .  .  I  think  experience  shews  that  the  paper 
currency,  that  is,  the  promia§ory  notes  payable  to  bearer  on  demand, 
stands,  in  a  oert«in  relation  to  the  gold  coin  and  the  foreign  ex- 
changes, in  which  other  forms  of  paper  credit  do  uot  stand.    There 
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ore  Striking  examples  of  this,  adduced  in  the  Report  of  the  Bulliaa 
Cofnmittee  of  1810,  in  the  case  both  of  the  Bank  of  England  and 
of  thi?  Iriah  and  Scotch  Banks.  In  the  case  of  the  Bank  of  England 
and  shortly  after  its  establishment  there  waa  a  material  depreciation 
of  paper  in  consequence  of  its  excessive  issue.  The  notes  of 
the  Bank  of  England  were  at  a  discount  of  17  per  cent. 
After  trying:  various  expedients,  it  was  at  length  determined  to 
reduce  the  amount  of  Bank  notes  ontstanding.  The  consequence 
was  an  immediate  increase  in  the  value  of  those  which  remained 
in  circulation,  the  restoration  of  thora  to  par  and  a  corresponding 
improvement  in  foreign  exchau^^es.  ...  In 

the  case  of  Ireland,  in  180-1  the  exchange  with  England  was 
extremely  unfavourable,  A  committee  was  appointed  to  consider 
tlie  causes.  It  was  denied  by  most  of  the  witnesses  from  Ireland 
that  they  were  at  all  connected  with  excessive  issues  of  Irish  notes. 
In  tht?  spring  of  1804  the  exchange  of  Ireland  with  England  was 
so  unfavourable,  that  it  required  £118  I0«.  of  the  notes  of  the 
Bank  of  Ireland  to  purchase  £100  of  the  notes  of  the  Bank  of 
England,  Between  the  years  1804  and  ISQG  the  notes  of  the 
Bauk  of  Ireland  were  reduced  from  £3,000,000  to  £2,410,000, 
and  the  effect  of  this,  taken  in  conjunction  with  an  increase  of  the 
English  circulation,  was  to  restore  the  relative  value  of  Irish  paper 
and  the  exchange  with  England  to  par.  In  the  same  manner  an 
anfavourable  state  of  the  exchange  between  England  and  Scotland 
has  been  more  than  once  corrected  by  a  contraction  of  the  paper 
circulation  of  Scotland.  In  all  these  cases  the  action  has  been  on 
that  part  of  the  paper  credit  of  the  country  which  has  consisted 
of  promissory  notes  payable  to  l)earer  on  demand.  There  had 
been  no  interference  with  other  forms  of  paper  ci^dit,  nor  was  it 
contended  then,  as  it  is  now  contended  by  some,  that  promissory 
notes  are  identical  in  their  nature  with  bills  of  exchange,  and  with 
cheques  on  bankers,  and  with  deposits,  and  that  they  cannot  be 
dealt  with  on  any  separate  principle  " 


2.  There  is  no  need  now  of  saying  anything  more  regardinjf 
the  unhappy  heresy  with  which  Sir  liobert  Peel  was  then 
infected,  that  nothing  but  Bank  notes  are  \yd\ycr  currency, 
because  we  have  nothing  new  to  say.  But  it  is  impossible  to 
imagine  anything  more  inaccurately  stated  as  historical  evidence 
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to  mppoit  hk  idea^  In  the  first  place,  he  oocumttod  the 
iinmeiue  error  of  omitltiig  to  oonnder  that,  in  the  En^ish  tad 
Iriifa  euee,  then  thtngi  happened  when  the  Engliah  and  Iiisk 
Bunk  notes  were  not  payable  to  bearer  on  demand,  when  tbij 
were,  10  fact^  inoonTertible.  In  his  gtatement  regardiog  the  Baak 
of  England  he  relied  npon  the  Bullion  Report.  Now,  we  have 
shewn,  by  the  moBt  incontrovertible  evidence,  in  Chapter  IX^ 
that  thiii  pansage  of  the  Bullion  Beport  is  the  most  amazing  mss 
of  chronological  error  and  confusion  that  can  be  imagined.  It 
was  not  the  profase  issnes  of  Bank  notes  that  depressed  the 
exchanges,  bat  tbe  badms*  of  the  cmti;  it  was  not  taking  Bank 
notes  cmt  of  circulation  that  brought  the  exchanges  to  par,  but 
the  reihration  of  tfm  coinage^  and  the  exchanges  were  brought  to 
par  nine  montlis  Ijefore  the  Bank  note  was  brought  to  par. 
Ilence,  in  this  ease^  the  statement  that  the  excessive  issues  of 
Blink  notes  caused  the  exchanges  to  fall,  and  the  withdrawal  of 
them  restored  them  to  par«  has  not  a  shadow  of  a  foundation  in 
truth.  Iltnce,  there  is  no  truth  whatever  in  saying  that  tho 
action  was  n|x)n  the  Bank  notes — the  action  was  simply  and 
solely  on  the  nlver  coinuge.  The  Irish  case  is  equally  inap- 
pl legible,  because  the  notes  were  then  inconvertible^  and  they 
were  the  niedinra  in  which  pa}Tnent  of  bills  of  exchange  was 
made ;  and  then,  unquestionably,  an  excessive  quantity  of  them 
depressed  the  exchanges  prodigiously ;  but  how  does  such  a  case 
apply  to  notes  utrictly  convertible  ?  The  Scotch  case  is  equally 
inapplicable — which  will  be  explained  in  the  following  chapter, 
for  the  notes  were  imi  payable  to  bcurcr  on  demand,  but  six 
months  afU:r  demand.  Coiise<iuently,  of  these  three  examples, 
the  llrwt  is  wholly  inaccumte,  and  the  other  two  are  wholly 
inapplicable  to  the  cage  he  had  in  hand 


Z,  Ho  then  proceeded  to  expatiate  on  the  evils  of  unlimited 
oompctitioTi  of  issues — 

•^  Are  the  lesBons  of  experience  at  variance  with  the  conclusion 
wo  are  entitled  to  draw  from  reaisou  and  from  evidence  ?  What 
has  IxH^.n  the  renult  of  unlimit4?d  ccanpctitiou  in  the  United 
States?  In  the  United  States  the  paper  circulation  was  supplied, 
not  by  private'  bankers,  but  by  joint  stock  banks,  established  oo 
priuciples  apparently  the  most  satisfactory.    There  waa  every 
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precantion  taken  against  insolvency,  anlimited  responsibilitj  of 
partners,  excellent  regiilatioD8  for  the  publication  and  audit  of 
accoonte,  immediate  convertibility  of  paper  into  gold.  If  the 
principle  of  nnlimited  competition,  controlled  by  such  checks,  be 
safe,  why  has  it  utterly  failed  in  the  United  States?  How  can  it 
bo  shewn  that  the  experiment  was  not  fairly  made  in  that 
country?  Observe  this  fact,  while  there  existed  a  central  Bank 
(the  United  States  Bank)  standing  in  some  such  relation  to  the 
other  banks  of  the  United  States  as  the  Bank  of  England  stands 
to  the  banks  in  this  country,  there  was  some  degree  (imperfect, 
it  is  true)  of  control  over  the  general  issues  of  paper.  But  when 
the  privileges  of  the  central  Bank  ceased,  when  the  principle  of 
free  competition  was  left  unchecked,  then  came,  notwithstanding 
professed  convertibility,  immoderate  issues  of  paper,  extravagant 
speculation,  and  the  natural  consequences,  suspension  of  cash 
payments  and  complete  insolvency.  Hence  I  conclude  that 
reason,  evidence  and  experience  combine  to  demonstrate  the 
impolicy  and  danger  of  unlimited  competition  in  the  issue  of 
paper  ** 

4,  It  is  impossible  to  say  which  is  the  more  remarkable  in 
this  extract^the  evidence  Sir  Robert  Peel  omitted,  or  the 
evidence  he  adduced.  The  first  thing  that  striken  us  is — What 
was  the  need  of  crossing  the  Atlantic  in  search  of  an  example 
of  joint  stock  banks,  with  nnlimited  competition  of  issues? 
Why  did  he  not  cross  the  Tweed?  On  the  north  side  of  the 
Tweed  there  had  existed  joint  stock  banks,  with  unlimited  issues, 
for  150  years,  and  no  central  bank  to  control  the  others;  the 
principle  of  free  competition  was  left  unchecked,  and  the  natural 
consequences,  •*  suspension  of  cash  payments  and  complete  in- 
solvency," had  never  occurred.  But  Sir  Robert  Peel  carefully 
BvoJded  saying  one  word  about  that  case,  and  the  reason  was  that 
it  militated  against  the  theory  he  was  determined  to  carry  at  all 
basards,  that  of  tnui  Cmiral  Bank  of  Issm 

6*  But  the  evidence  he  adduced  was  as  great  a  misrepre- 
scntatiou  of  historical  fact  as  what  we  have  quoted  in  Section  2. 
Tiic  American  Banks,  indeed,  established  on  principles  the  most 
■atisfactory  I  why  John  Law  was  the  parent  of  American  banking! 
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They  were  a  formal  adoption  of  the  wild  theories  of  Law.  How- 
ever, we  cannot  fully  expose  the  fallacy  of  Sir  Robert  Peers 
views  of  American  banldng  until  a  subsequent  chapter;  but 
as  to  the  fact  of  the  Central  Bank  of  the  United  States  exercising 
any  due  controlling  influence  over  the  other  Banks,  we  will  only 
quote  a  passage  from  President  Van  Bnren's  message  to  Congress, 
1889— 

''I  am  aware  it  has  been  urged  that  the  control  (over  the 
operations  of  the  local  banks)  may  be  best  attained  and  exerted 
by  means  of  a  National  Bank.  The  history  of  the  late  National 
Bank,  through  all  its  mutations,  shews  that  it  was  not  so.  On  the 
contrary,  it  may,  after  a  careful  consideration  of  the  subject 
be,  I  think  safely  stated,  that  at  every  period  of  banking  excess 
it  took  the  lead ;  that  in  1817  and  1818,  in  1828,  and  in  1838,  and 
in  1884,  its  vast  expansions,  followed  by  distressing  contractions, 
led  to  those  of  the  State  institutions.  It  swelled  and  maddened 
the  tides  of  the  banking  system,  but  seldom  allayed  or  safely 
directed  them.  At  a  few  periods  only  was  a  salutary  control 
exercised,  but  an  eager  desire,  on  the  contrary,  exhibited  for  profit 
in  the  first  place ;  and  if  afterwards  its  measures  were  severe 
towards  other  institutions,  it  was  because  its  own  safety  compelled 
it  to  adopt  them.  It  did  not  differ  from  them  in  principle  or  in 
form  ;  its  measures  emated  Arom  the  same  spirit  of  gain ;  it  felt 
the  same  temptation  to  over-issue ;  it  suffered  from  and  was  totally 
unable  to  avert,  those  inevitable  laws  of  trade,  by  which  it  was 
itself  affected  equally  with  them,  and  at  least  on  one  occasion,  at 
an  early  day,  it  was  saved  only  by  extraordinary  exertions  fix)m 
the  same  fate  that  attended  the  weakest  institution  it  professed  to 
supervise.  In  1887  it  failed  equally  with  others  in  redeeming  its 
notes,  though  the  two  years  allowed  by  its  charter  had  not  expired, 
a  large  amount  of  which  remains  at  the  present  time  outstanding.^' 

Such  was  the  language  held  by  the  Government  regarding 
that  institution  to  whose  abolition  Sir  Robert  Peel  attributed  the 
destruction  of  American  credit  I  and  if  we  were  to  descend  from 
the  evidence  of  the  Executive  to  that  of  the  most  eminent  private 
commercial  writers,  such  as  Mr.  Galatin,  Mr.  Lee,  Mr.  Appleton, 
and  others,  we  shall  find  that  the  most  reckless  mis-management 
was  the  chief  characteristic  of  that  Bank.  So  much  for  the  value 
of  it  as  an  argument  in  support  of  Sir  Robert  PeeFs  views 
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6.  Sir  Rol>ert  Peel  then  said  that  some  contended — and  he 
was  not  pR'piired  to  deny  the  proposition — that  if  we  had  a  new 
state  of  society  to  deal  with,  the  wisest  plan  would  be  to  claim  for 
the  state  the  exclusive  privilege  of  the  issae  of  promissory  notes, 
as  we  have  claimed  for  it  the  exclusive  privilege  of  coining.  They 
considered  that  the  State  is  entitled  to  the  whole  profits  to  be 
derived  from  tiiat  which  is  the  representative  of  coin,  and  that  if 
the  State  had  the  exclnsive  power  of  issuing  paper,  there  would  be 
established  a  controlling  power  which  would  ensure,  as  far  aa 
possible,  an  equilibrium  in  the  currency.  Is  it  necessary  to  point 
out  the  gross  and  ludicrous  fallacy  of  Sir  Robert  Peel  in  this 
Beotence  ?  It  is  the  height  of  incorrectness  to  say  that  the  State 
has  the  exclusive  power  over  the  coinage,  or  at  leiist,  that  she  has 
reserved  it  to  herself.  Ever  since  the  reign  of  Charles  II..  every 
private  person  has  the  right  to  have  bullion  coined  at  the  Mint ; 
formerly  both  gold  and  silver,  to  an  unlimited  extent.  Since  181C 
this  priFilege  is  confined  to  gold  coin.  At  this  moment  all  persona 
are  entitled  to  have  as  much  gold  bullion  as  they  please  coined  at 
the  Mint ;  the  only  tiling  the  State  reserves  to  itself  is  the  privilego 
of  coining  it  so  as  to  insure  its  being  of  a  certain  weight  and  tine- 
ness.  But  in  what  way  is  this  analogous  to  the  issue  of  promissory 
notes  ?  The  only  duty  of  the  St^te  is  to  take  measures  that  those 
who  issue  notes  shall  be  in  a  condition  to  fulfill  their  promise  of 
payment  on  demand.  He  then  stated  it  was  the  intention  of  the 
Government  to  increase  as  much  as  possible  the  power  of  a  single 
bank  of  issue  and  that  bank  should  be  the  Bauk  of  England.  The 
Bank  was,  therefore,  to  continue  its  privileges  of  issue,  but  it  was  to 
be  divided  into  two  departments,  the  one  for  the  purpose  of  iasuiug 
notes,  and  the  other  for  the  ordinary  business  of  banking.  But 
the  Bank  was  to  be  deprived,  once  for  all,  of  the  power  of  un- 
limited issues.  These  were  to  take  place  in  future  on  two 
foundations  only :  Ist,  a  fiuted  amount  of  public  securities ;  and 
Sndly,  bullion.  The  amount  of  issues  upon  public  securities  was 
permanently  fixed  at  £14,000,000 ;  every  other  note  was  to  be 
issned  in  exchange  for  bullion  only,  so  that  the  amount  of  notes 
issued  on  bullion  should  be  governed  solely  by  the  action  of  the 
public.  Although  Sir  Robert  Peel  wished  that  there  should  only 
be  a  single  bank  of  issue,  yet  existing  interests  were  to  be  regarded ; 
and  those  banks  which  were  at  that  time  lawfully  issuing  their 
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own  notes  might  remain  banks  of  issue  ;  but  their  amount  was  to 
be  strictly  limited  to  a  certain  definite  average.  There  were  other 
details  concerniog  joint  stock  banks  which  we  shall  reserve 

7,  On  the  20th  of  May,  Sir  Robert  Peel  introduced  his  f  urthei 
resolutions,  and  proposed  that,  in  the  event  of  any  country  banks 
of  issue  failing,  or  withdrawing  their  notes  voluntarily  from 
circulation,  the  Bank  might,  with  the  consent  of  the  Crown, 
increase  ite  issues  to  a  definite  proportion  of  the  notes  thus  with- 
drawn. And  further,  that  the  Bank  should  be  obliged  to  buy 
all  gold  bullion  presented  for  purchase  at  £3  175.  Od.  per  ounce 
(the  Bank  had  been  giving  only  £3  lis.  Grf.),  and  a  certain 
proportion  was  allowed  to  be  on  silver  bullion,  as  the  ex])ort  of 
that  was  a  proper  remedy  for  the  inconvenience  of  our  standard 
differing  from  that  of  otlier  natious.  It  was  therefore  of  great 
importance  to  enjsare  such  a  stock  of  silver  in  this  country,  as 
migliL  meet  the  wants  of  merchants,  and  preveufc  them  havijig  to 
send  to  the  Continent  for  it.  He  proposed  that  the  silver  bullion 
upon  which  the  Bank  might  issue  notes  should  not  exceed  one- 
fourth  of  the  gold  bullion 

8.  It  was  impossible  for  Sir  Robert  Peel  not  to  see  the  incon- 
iiBteucy  of  his  mejisure  of  1844,  with  his  expressed  sentimenta  ia 
1819  and  1833,  that  it  was  inexpedient  to  limit  the  issues  of  the 
Bank  to  any  fixed  amount,  because  there  were  times  of  com- 
mercial difficulty,  when  an  increased  issue  of  notes  might  be  the 
proper  remedy.  There  is  no  doctrine  more  strenuously  insisted  on 
by  the  Bullion  Report,  by  the  Statesmen  of  1819,  as  well  as  by 
the  Government  in  1883,  and  Sir  Robert  Peel  himself^  at  both 
these  periods,  than  that  it  was  impossible  to  fetter  the  discretion 
of  the  Bank  in  its  issues.  Sir  Robert  Peel  knew  that  he  was 
now  taking  away  this  power  from  the  Bank  altogither,  and, 
accordingly,  he  was  obliged  to  meet  this  objection.    He  said — 

*'  It  ia  said  that  the  Bank  of  England  will  not  have  the  means 
wbich  it  has  heretofore  had  of  supporting  public  credit,  and  of 
attording  assistance  to  the  mercantile  world  in  times  of  commercial 
dilliculty.  Now,  in  the  first  place,  the  means  of  supporting  civdit 
are  not  means  exclusively  possessed  by  banks.  All  who  are 
possessed  of  unemployed  capital,  whether  bankers  or  not,  and  who 
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can  g^in  an  adequate  retarn  bj  the  advance  of  capital,  are  enabled 
to  afford,  and  do  afford,  that  aid  which  it  is  b opposed  bj  Bome 
that  banks  alone  are  able  to  afford.  In  the  second  place,  it  may 
be  a  question,  whether  there  be  any  permanent  advantage  in  the 
maintuinance  of  public  or  private  credit,  unless  the  means  of 
maintaining  it  are  derived  from  the  hond  fide  advance  of  capital, 
and  not  from  a  temporary  increase  of  promissory  notes,  issued  for 
a  special  purpose.  Some  apprehend  that  the  proposed  restriction 
upon  issue  will  diminish  the  power  of  the  Bank  to  act  with 
energy  at  the  period  of  monetary  crisis  and  commercial  alarm  and 
derangement.  But  the  object  of  the  measure  is  to  prevent 
(so  far  as  legislation  can  prevent)  the  recurrence  of  those  evils 
from  which  we  suffered  in  1825,  1886,  and  1839,  It  is  better 
to  prevent  the  paroxysm  than  to  excite  it,  and  trust  to 
desperate  remedies  for  the  means  of  recovery  *' 

Sir  Robert  Peel,  therefore,  deliberately  took  away  the  power 
of  the  Bank  to  act  on  extreme  occasions,  under  the  impression 
that  his  Act  would  prevent  these  extreme  oooasions  from  arising. 
We  shall  see  how  his  hope  was  fulfilled 

9,  Sir  Charles  Wood  followed  Sir  Eobert  Peel,  travelling 
over  the  same  ground,  and  giving  the  same  caricatured  description 
of  American  banking  as  he  had  done ;  moreover,  he  also  was 
infected  with  what  is  knowu  by  the  name  of  the  '^currency 
principle  " — 

"  It  is  not  enough,  then,  to  enact  that  the  Bank  notes  shall  be 
convertible.  The  paper  circulation  must  not  only  be  convertible, 
but  must  vary  in  amount  from  time  to  time  as  a  metallic  circu* 
lation  would  vary,  A  system,  therefore,  of  paper  circulation  is 
required,  which  will  attain  this  object,  and  insurc  a  constant  and 
steady  reo:ulation  of  the  issues  on  this  principle.  This,  and  this 
alone,  affords  a  permanent  security  for  the  practical  convertibility 
of  the  notes  at  all  times,  and  for  the  consequent  maintenance  of 
the  standard  '* 


10.  The  bill  was  read  a  second  time,  after  a  feeble  opposition, 
by  a  majority  of  185  to  30.  It  passed  through  the  House  of 
Lords  with  a  very  short  debate,  and  no  division.    Lord  Radnor 
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alone  protested  agaiust  it,  and  it  receiyed  the  Hojal  Aseat  oa 
the  19th  of  July,  18U 

11.  The  chief  proTisions  of  this  Act  are  as  follows  (Statate 
1844,  c,  82)— 

1.  Tbut,  after  the  31gfc  Angiist,  1844,  the  issue  of  Bank 
notes  by  the  Hunk  of  Englaod  ehould  be  kept  wholly  distinct 
from  the  general  banking  busineaa,  and  be  conducted  by  such  a 
oouiinitk*e  of  the  directors  m  the  Court  might  appoint,  under  the 
naiufl  of  the  **  Issue  Department  of  the  Bank  of  England  ** 

2,  That,  on  the  same  day,  the  Governor  and  Company 
•houhl  trnn.sfer,  appropriate,  and  set  apart  to  the  iesue  depart- 
ment HecuritieB  to  the  ralue  of  £14,000,000,  of  which  the  duU 
due  by  the  public  to  the  Bank  was  to  be  a  part  j  and  also  so 
much  of  the  gold  coin  and  gold  and  silver  bullion  aa  should  not 
bo  rt^quircd  for  the  bunking^  department.  The  isgue  department 
ytm  thou  to  deliver  over  to  the  banking  department  an  amount 
(jf  notttd  pXHctly  equal  to  the  securities,  coin,  and  bullion  bo 
dnfutfiitiMl  witii  them.  The  Bank  was  then  forbidden  to  increase 
th«  amount  of  ficcurities  in  the  issue  department;  but  it  might 
thnilninh  iln'm  jih  miuh  as  it  pleased,  and  increase  them  again  to 
tlip  limit  (Lflncd,  but  no  further.  The  banking  department  was 
forbUtdim   to  iiwue   notes  to    any  pei-son  whatever,  except  in 

lchiu»K«'  for  other  nott^s,  or  such  as  they  received  from  the  issue 
'§||iartmriit  in  terms  of  the  Act 

tl,  Tho  proportion  of  silver  bullion,  in  the  issue  department, 
m  which  note«  were  to  be  issued,  was  not  at  any  time  to  exceed 
iiU(^*l'ourtb  part  of  the  gold  coin  and  bullion  held  at  the  time  by 
(Im)  t«MiMi  tlopartment 

4.  All  iH'rwjnw  wluitovcr,  from  the  Slst  August,  1844,  were 
III  \h\  i«ntitliMl  to  demand  Bank  notes  in  exchange  for  standard 
KuM  bullion,  at  the  rate  of  £^  Us.  dd.  per  ounce 

ft,  If  any  banker  who,  on  the  6th  May,  1844,  was  issuing 
Itlti  itwti  titiUii,  Hhould  cease  to  do  so,  it  should  be  lawful  for  the 
{}f^>un  in  Counril,  to  authorise  the  Bank  to  increase  the  amount 
gf  \n  l))o  issue  department  to  any  amount  not  exceeding 

iHu  iiiihiH  •»!'  the  amount  of  notes  withdrawn  from  ciix?uhition 

II,  Woclcly  m'nounUs  in  a  H|)ecified  form  were  to  be  trans* 
iHilMk  iii  (ittvcriiment,  and  published  in  the  next  London  OazetU 
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7.  From  the  same  date  the  Bank  was  relieved  from  all  stamp 
doty  OD  their  notes 

8.  The  annaal  sum  payable  by  the  Bank  for  their  exclusive 
privileges  should  be  increased  from  £120,000,  as  settled  in  18.^.3, 
to  £180,000.  And  all  profits  deriyed  by  the  Bank  from  the 
increase  of  their  issues  above  the  £14,000,000  as  prescribed  by 
the  Acty  shall  go  to  the  public 

9.  After  the  passing  of  the  Act,  no  person  other  than  a 
banker  who  was  lawfully  issuing  his  own  notes  on  the  6th  May, 
1844,  shoold  issne  Bank  notes  in  any  part  of  the  United  Kingdom 

10.  After  the  passing  of  the  Act,  it  was  forbidden  to  any 
banker  to  draw^  accept,  tnah,  or  issue^  in  England  or  Wahs^  any 
biU  of  6xchangey  or  promissory  note^  or  engagement  for  tJie  payment 
of  money  payable  to  bearer  on  demand,  or  to  borrow^  owe^  or  Utke 
up  in  England  or  Wales^  any  mm  or  suins  of  money,  on  the  hills 
m'  notes  of  such  hanker,  payable  to  hearer  on  demand,  except  such 
bankera  as  were  on  the  6tb  May,  1844,  issuing  their  own  Batik 
notes,  who  were  allowed  to  continue  their  issues  in  such  manner, 
and  to  such  extent,  as  afterwards  pi-ovided.  The  rights  of  any 
existing  firm  were  not  to  be  aflFected  by  the  withdrawal,  change, 
or  addition  of  any  partner,  provided  the  whole  nnmber  did  not 
exceed  six  persons 

11.  Any  banker  who  ceased  to  issue  his  own  not^s  from  any 
reason  whatever,  after  the  Act,  was  not  to  resume  such  issues 

12.  All  existing  banks  of  issue  were  forthwith  to  certify  to 
the  commissioners  of  stamps  and  taxes  the  place,  and  name,  and 
firm  at  and  under  which  they  issued  notes  during  the  twelve 
weeks  next  preceding  the  27th  April,  1844^  The  commissioners 
were  then  to  ascertain  the  average  amount  of  each  bank's  issues, 
and  it  should  be  lawful  for  such  banker  to  continue  his  issues  to 
that  amount^  provided  that  on  an  average  of  four  weeks  they 
were  not  to  exceed  the  average  so  ascertained 

18.  If  any  two  or  more  banks  of  issue  had  become  united 
during  thnt  twelve  weeks,  the  united  bank  might  issue  notes  to 
the  aggregate  amount  of  each  separate  bank 

14.  The  comiuissioners  were  to  issue  in  the  London  Gautis 
m  etati'meut  of  the  authorised  issues  of  each  bank 

15.  If  two  or  more  banks  aftenvnrds  become  united,  each  of 
less  than  six  partners,  then  the  commissioners  might  authorise 
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tlimn  to  issue  notes  to  the  amount  of  their  separate  issues.  But 
fif  the  number  of  the  united  bank  exoecded  six^  their  priTilege 
of  {filing  notes  was  to  cease 

HL  If  any  banker  exceeded  his  authorised  issue  he  was  to 
forfeit  the  excess 

1 7.  Every  bank  of  issue  was  to  send  a  weekly  account  of  its 
isBues,  which  was  to  be  published  in  the  Lmdon  OaxetU 

18.  The  mode  of  taking  the  average  was  laid  down»  and 
bankers  were  to  permit  their  books  of  account  to  be  inspected 
Iby  a  Government  officer  properly  appointed,  and  to  make  a  return 
to  GoTernment  once  every  year,  within  the  first  fortnight  in 
January 

19.  The  Bank  of  England  was  allowed  to  compound  with 
private  banks  of  iRsoe,  to  withdraw  their  own  notes,  and  issne 
Bank  of  England  notes,  for  a  sum  not  exceeding  one  per  cent. 
per  annum,  up  to  the  Ist  August,  1856 

20.  All  banks  whatever  in  London,  or  within  65  miles  of  it, 
were  allowed  after  the  passing  of  the  Act  to  draw,  accept,  or 
IndoTie  bills  of  exchange  not  being  payable  to  bearer  on  demand 

21.  The  ikHviIeges  of  the  Bank  were  to  contione  till  twelve 
ninntliH*  notice,  Uj  be  given  after  the  1st  August,  1855;  and 
repayment  i>f  the  public  debts,  and  all  other  debts  whatever 

1£.  Huch  arc  the  leading  provisions  of  Sir  Robert  Peers 
Act»  which  was  meant  to  carry  out  a  particular  theory  of 
c'tirrency,  which  we  have  no  hesitation  in  affirming  is  one  of  the 
raott  itupondoiis  delusions  on  the  subject  that  any  one  ever 
OOflQiiTeiL  A  tlieoiy  as  opposed  as  possible  to  the  opinions  of  all 
ih«  greatoit  authorities  on  the  subject,  during  the  great  dis- 
CUMiioni  on  the  currency  in  1804,  1811,  and  1819,  which  we  have 
wlnuwly  abundantly  quoted  in  the  former  part  of  this  volume. 
I  hit  IIh!  most  remarkal>le  circumstance  is  that  the  Act  authorisea 
tfm  nKmt  flagrant  \iolatiou  of  the  principle  it  is  intended  to 
iMifurce;  for  the  issuing  of  notes  upon  the  public  funds  is  the 
iiM'nt  vicious  ]trlnciple  possible.  It  is  the  theory  of  John  Law, 
Whioh  wo  nhftll  more  fully  consider  in  a  subsequent  chapter. 
liMh»»'(l^  Ko  utterly  blind  was  one  of  the  most  disthiguifihed 
imIvhi'hUi«  of  thiM  theory  to  the  true  nature  of  moneUiry  science, 
ihiil  tu)  boMtcd  that,  *'  practically  considered,  fluctuations  in  the 
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rate  of  iaterest,  and  in  the  state  of  oomrnei-cial  credit,  bo  far  aa 
Ibey  can  result  from  alteratiou  jq  the  value  of  the  currency,  may, 
under  tlif  opemtiou  of  the  proposed  system*  be  taken  at  nihil  "• 

13,  The  avowed  object  of  the  Act  of  1844  wils  to  take  the 
regalation  of  the  currency  out  of  the  hand?,  or  even  the  power, 
of  the  directors  of  the  Bank  of  Eufjland.  The  incorrigil)le 
misinana^oment  of  that  body  had,  iu  the  opinion  of  everybody, 
ag^vatcd  every  crisis.  The  authors  of  the  Act  of  1844  flattered 
themBelvcs  thnt  for  every  five  80verei;:ua  that  left  the  country  a 
five-pound  note  mui^t  be  withdrawn  from  circulation.  We  shal! 
see  bei^after  how  thi>«  expectation  was  fiilfilled*  In  the  meantime 
Sir  Robert  Peel  himself  and  all  the  supporters  of  the  Act  gave 
out  that  it  was  the  complement  of  the  Act  of  1819,  though  wi* 
coufess  we  do  not  clearly  Bee  the  raeaning  of  the  phrase.  If, 
however,  they  mean  to  say  that  it  was  in  the  spirit  of  the  Act 
of  181  y,  or  of  the  statesraeu  of  that  period,  we  wholly  deny  such 
to  be  the  fact,  and  to  suppose  so  only  argues  the  most  profotinii 
ignorance  of  the  doctrines  of  the  aiithura  of  the  Aofc  of  1819 

14.  The  iBflnes  of  notes,  then,  of  the  Bank  of  En«jlund  are 
founded  upon  two  of  the  most  fatal  delusions  that  ever  pre- 
vailed on  the  subject  of  the  paj>er  currency;  the  one  the  theory 
of  John  Law  and  tlte  other  the  *'  Currency  Principle,"  which 
came  into  faabiou  al^ut  thirty  years  ago 
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16.  We  have  olwervcd,  in  the  last  chapter,  that,  owing  to 
e  good  harvests  of  1842-43-44,  the  buUion  in  the  Bank  accumii- 
ted  very  rapidly  during  these  years,  and  a  very  large  quantity 
of  money,  which  the  nation  must  otherwise  have  spent  in  food, 
was  set  free  for  commercial  purposes.  Other  circumstances 
occurred  at  tlje  same  time  to  liberate  a  large  quantity  of  the 
capital  of  the  country  from  its  accustomed  use,  and  to  render  it 
applicable  to  commercial  purposes,  which  have  been  very  clearly 
and  ably  pointed  out  by  Mr.  James  Wils^^n.  He  shews  that  the 
rapidity  and  f^Ttainty  of  conveyance  reduces  very  greatly  the 
amonjjt  of  stock  it  is  necessary  at  all  times  to  keep  on  hand  when 
commnnicationa  are  slow  and  nncertaiu.    That  the  amount  of 
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i;ood«  fn  transit  la  much  lai^er  with  a  slow  oonrejance  than  a 
quick  ooe.  For  example,  when  MaDchest^r  supplies  LondoD  with 
manofactOTDd  goods — if  it  takes  seven  days  bj  caoal  for  the* 
goodi  to  reach  London,  it  is  dear  that  there  mi];st  alwaja  be 
lereii  days*  coiL«umptton  of  goods  on  the  way.  If  the  same 
fenzudt  ii  aocompltBhed  by  railway  in  one  day^  it  is  only  neoessarj 
to  have  one  day's  consumption  on  the  way;  and  the  capitd 
employed  in  prodacing  the  other  six  days'  consnmption  is 
liberated^  and  may  be  employed  in  promoting  other  commercial 
operations.  When  we  consider  the  enormous  economy  of  capital 
required  in  the  transaction  of  the  same  amount  of  bnsinesa 
which  was  effected  by  the  introduction  of  more  rapid  modes  of 
communication,  whether  by  railways  or  steamboats^  we  shall 
Dodenitand  how  greatly  they  increased  the  national  resoaroea. 
There  can  l^e  no  doubt  that  the  economy  of  national  capital 
effected  by  the  extension  of  railways  far  exceeded  the  lossc« 
which  occurred  from  unsuccessful  specnlation  in  them.  Now, 
these  o|>eration8  were  beginning  to  have  their  full  effect  in  saving 
the  national  capital,  simultaneously  with  the  good  harvests  uf 
1842-48-44,  and  helped  to  swell  the  qnantity  of  disposable  capital 
to  8B  unprecedented  extent 

16.  An  attentiye  consideration  of  these  circumsfcanoee  is 
absolatcly  necessary,  because  they  shew,  if  anything  were 
necessary  to  shew  it,  the  gigantic  error  committed  by  many 
writerH,  who  think  that  the  prices  of  goods  must  vary  exactly 
with  any  increase  or  decrease  of  the  amount  of  the  currency, 
whereas  tliere  is  no  necessary  relation  between  the  two  whatever. 
The  particular  methods  of  doing  business  have  the  most  im- 
portant influence  on  the  quantity  of  cfipital  necjef^sary  to  carry  it 
on ;  and  a  clumsy  or  more  ingenious  method  of  transacting 
business  may  make  the  most  important  changes  in  the  quantity 
of  money  necessary  to  circulate  any  given  amount  of  oom- 
moditlos  withont  causing  any  alteration  in  the  price  of  thoee 
oommodities 


17,  The  Act  of  1844  having  placed  an  absolute  limit  npon 
the  discretion  of  the  Bunk  in  issuing  notes,  Sir  Robert  Peel  said 
that  he  thought  that  banking  business  could  not  be  too  free  and 
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nnpeBtrained.  The  extraordinary  accnmnlation  of  capital,  arising 
from  the  dreiiTnstaDcea  we  have  just  detailed,  lowered  the  market 
rate  of  discount  to  1|  and  2^  on  the  best  bills,  and  the  Bank  of 
England  immediately  conformed  to  the  market  rate  on  the 
passing  of  the  Act,  and  recUiced  ks  rate  from  4  per  cent,  to  2 J 
for  the  best  bills.  The  day  the  Act  came  into  operation,  indeed, 
the  whole  of  the  discounts  were  done  at  1},  and  they  con  tinned 
at  that  rate  for  a  fortniglit,  when  some  were  done  at  2  per  cent. ; 
and  up  to  the  2Gth  October  a  considerable  portion  was  dono 
at  2^-.  From  this  date,  however,  up  to  October,  1845,  the  rate 
waa  2^.  In  November,  1845,  the  rate  was  suddenly  raised  to  3^, 
and  continued  at  that  figure  till  August,  1840,  when  it  was 
lowered  to  3  per  cent.  These  rates  being  governed  by  the  flow 
of  bullion,  which  diminished  from  16j  milh'ons  when  the  Act 
of  1844  paased,  to  13^  millions  in  November,  1846 ;  after  which 
it  increased  again  to  aljove  10  millions  in  Au^nst,  184G,  and  then 
began  steadily  to  decline  till  it  reached  its  miDimum  in  the  great 
crisis  of  October,  1847 

18.  The  first  failure  of  the  potato  crops  in  Ireland  ia  1845, 
and  the  railway  mania  of  that  year,  must  be  too  fresh  in  the 
recollection  of  most  persons  to  need  repetition  here ;  nor  had  they 
anything  to  do  properly  with  the  management  of  the  Bank,  whose 
sole  proper  duty  was  to  look  to  its  own  alfairs,  and  preserve  its 
own  stability.  The  calamity  of  184Gwa8  far  more  severe  and 
extensive  than  that  of  the  prcccding  year.  It  was  absolutely 
oertain  that  an  immense  quantity  of  bidliou  would  require  to  be 
exported  in  payment  of  the  ^nrain  it  would  be  necessary  to  import. 
Accordingly,  from  the  middle  of  September,  184G,  a  steady  and 
continuous  drain  of  bullion  set  in,  but  the  Bmtk  made  rw 
alUralion  in  the  rate  of  discount  until  the  IGth  January,  1847, 
when  the  bullion  had  fallen  to  £13,049,000  it  raised  the  rate  of 
discount  to  8J,  and  on  the  28rd,  the  bullion  having  been  Airthcr 
diminished  by  £500,000,  it  raised  the  rate  to  4  per  cent.  Hence- 
forth the  drain  continued  rapidly^  but  tht?  Bank  still  continued  to 
make  no  alteration  until  the  10th  Aprils  when  it«  treasure  \m\\^ 
redaoed  to  ££^,867,000,  the  rate  of  discount  was  raised  to  5  per 
oenc.  Here  we  have  the  same  inveterate  blunder  committed  by 
the  Bank  as  ou  so  many  previous  occasions — an  immetise  drain 

IK  2 
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of  bullion,  and  jet  none  bnt  the  moBt  feeble,  inefficient^  and 
pnorile  means  taken  bj  the  Bank  to  raise  the  ralne  of  money 
lioro.  But  the  operation  of  the  Bank  at  this  time  is  an  excellent 
example  of  the  self-acting  nature  of  the  Act  of  1844.  We  need 
only  obfierye  that  the  Banking  Capital  of  the  Bank  of  England  is 
£14,000,000  of  notes,  based  upon  public  securities,  together  with 
n<iteN  representing  as  ronch  bullion  as  there  is  in  the  issne 
dopartment.  Consequently,  the  notes  held  in  reserve  must  always 
be  equal  to  the  difference  between  the  notes  in  circulation,  or 
l)6ld  by  the  public,  and  the  sum  of  £14,000,000  added  to  the 
quantity  of  bullion.  Now,  we  have  seen  that  the  intention  of  the 
framers  of  the  Act  of  1844  was  that,  as  the  bullion  ^minished, 
the  notes  in  the  hands  of  the  public  should  be  diminished,  in  con- 
formity with  the  **  currency  principle."  Let  us  now  see,  Ist — 
How  the  Bank  was  inclined  to  act  on  the  principle ;  and,  2nd]y — 
Hupposing  they  were  disinclined  to  do  so,  how  far  the  Act,  by  its 
Mtlf-aoting  principles,  compelled  them  to  do  so.  The  following 
figures  s|)cak  for  themselves—  . 
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These  figures  show  the  utter  futility  of  the  idea  that,  as  tiie 

tillUion  din)iuishod,  tlio  Act  could  compel  a  reduction  of  notes  in 

I  bauds  of  the  public,  fbr  the  notes  in  circulation  were  within 
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an  iofiigoiticant  trifle  as  large  in  amount  vfhen  tho  biilliou  waa 
oaiy  £9,867.000,  as  when  it  was  £16,366.000.  Consequeutly, 
nothing  con  Id  be  a  more  total  and  complete  failare  of  the  Act 
of  1844,  on  the  very  first  occasion  its  services  were  reqnlred 


19 •  Now,  let  ufi  recall  our  readers'  attention  to  what  Mr.  S. 
J.  Lojd  had  pointed  out  as  the  fatal  defect  of  the  Bank  rnle  of 
18.S2,  which  we  have  given  in  §  77  of  the  preceding  chapter.  lie 
9uid  that  under  it  the  whole  bullion  in  the  Bank  might  be  drained 
out  without  any  contraction  in  the  circulation^  and  it  was  supposed 
that  the  Act  of  1844  had  especially  provided  against  this  defect. 
In  fact,  the  whole  theory  of  the  framers  of  the  Act  was,  that  for 
every  five  sovereigns  which  left  the  country  a  £5  note  should  be 
withdrawn  from  circulation  :  and  tliat  if  the  directors  failed  to  do 
BO  of  their  own  accord,  the  **  mechanicar'  action  of  the  Act  wonld 
compel  them  to  do  so.  But  what  was  the  actual  result?  The 
Hank  had  lost  £7,i)00,0O0  of  treasure,  and  its  notes  in  circulation 
were  only  reduced  by  £200,000  ;  the  whole  of  the  redaction  had 
!>een  thrown  upon  its  own  reserves*  Hence  the  Bank  Act  was 
open  to  exactly  the  same  charj]:e  as  the  Bank  rule  of  1832  1 

Mr.  F.  T.  Baring,  ex -chancellor  of  the  Exchequer,  who  main- 
tained tliat  the  Act  had  been  snccesHful  on  several  points,  allowed 
that  it  had  completely  failed  on  tliis  point* — ^**  1  find  that  the 
amount  of  bullion  in  the  Bank  on  September  12,  1846, 
was  £16,354,000,  and  on  April  17,  1847,  it  was  reduced  to 
£9,380,000,  being  a  diminution  of  £7,024,000,  Kow,  I  take 
the  same  dates  with  respect  to  the  circulation  of  notes,  and  I  find 
that  on  September  12,  1846,  the  amount  was  £20,y»2,000,  atid 
on  April  17,  1847,  it  was  £21,228,000,  bein^'  an  increase  of 

£246,000 I  must  mj  that  I  never  entertained  the 

idea  that  it  would  have  been  possible  under  the  operation  of  this 

bill  to  have  shewn  such  a  set  of  figures 1  believe, 

if  we  look  back  we  shall  find  that  the  operation  of  the  dcpvntf^  and 
the  question  of  the  reserve  was  not  sufficiently  considered  either  by 
those  who  were  favourable  or  those  who  were  opposed  to  the  bill, 
I  cui)n"t  find  in  the  evidence  lM.'fore  the  Committee  of  1840  more 
than  a  few  sentences  leading  me  to  suppose  that  danger  arising 

*  ffansard.    EaH.  r^ehates^  Vol.  96,  p,  ClCw 
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from  sach  a  cause  was  contemplated  or  referred  to :  yet  this  was 
a  most  important  consideration,  for  it  was  by  the  reserve  the  Bank 
was  enabled  to  do  what  was  contrary  to  the  spirit  of  the  bill — when 
gold  was  running  out,  not  to  reduce  their  circulation  by  a  single 
pound,  I  do  not  think  that  the  system  works  satisfactorily  in 
this  respect:  and,  in  fact,  the  jwint  did  not  receive  anything  like 
a  sufficient  consideration.  Perhaps  it  was  impossible  before  the 
bill  was  in  practical  operation  to  see  how  the  reserve  of  notes 
would  operate :  but  it  certainly  never  entered  into  the  contem- 
plation of  any  one  then  considering  the  subject  that  £7,000,000 
in  gold  should  run  off,  and  yet  that  the  notes  in  the  hands  of  the 
public  would  rather  increase  than  diminish  *' 

20.  The  number  of  notes  held  in  reserve  in  the  Banking 
department,  under  the  new  system  of  1844,  corresponded  in 
eflFect  very  much  to  the  amount  of  the  bullion  held  by  the  Bank 
before  its  division.  When,  therefore,  the  public  saw  that  the 
whole  banking  resources  of  the  Bank  were  reduced  to  £2,558,000, 
a  complete  panic  seized  both  the  public  and  the  directors.  The 
latter  adopted  measures  of  the  most  unprecedented  severity  to 
check  the  demand  for  notes.  The  rate  was  not  only  raised  to 
5  per  cent.,  but  this  was  only  applicable  to  bills  having  only  a 
few  days  to  run,  and  a  limit  was  placed  upon  the  amount  of  bills 
discounted,  however  good  they  might  be.  Merchants  who  had 
received  loans  were  called  upon  to  repay  them  without  being 
permitted  to  renew  them.  During  some  days  it  was  impossible 
to  get  bills  discounted  at  all.  These  measures  were  effectual  in 
stopping  the  efflux  of  bullion,  and  a  sum  of  £100,000  in 
sovereigns,  which  had  been  actually  shipped  for  America,  was 
re-landed.  During  this  period  the  rate  of  discount  for  the  best 
bills  rose  to  9,  10,  and  12  per  cent.  During  all  this  time  the 
price  of  wheat  continued  steadily  to  rise,  notwithstanding  the 
monetary  pressure,  and  at  the  close  of  May  the  price  on  one 
occasion  reached  181«.  in  Windsor  market.  The  foreign  ex- 
changes, which  had  been  adverse  to  the  country  during  the  latter 
part  of  1846  and  the  beginning  of  1847.  from  the  immense 
quantity  of  foreign  com  which  was  imported,  became  favourable 
in  the  middle  of  April,  partly  owing  to  the  great  monetary 
pressure 
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2L    The  pressare  passed  off  afler  the  first  week  in  May, 

hnviiig  lasted  about  three  weeks,  and  bullion  began  to  liow  in 
after  the  24tli  of  April,  until,  at  the  end  of  June,  it  amounted  to 
£10,52G,000,  the  notes  in  circulation  being  £18,051,000,  and  the 
notes  in  reserve  £5,625,000 

22.  The  conduct  of  tlie  Bank,  in  keeping  down  the  rate  of 
discount  when  a  rapid  dniin  was  going  on,  and  the  IbreigQ 
exchanges  were  ntiftivuumble,  was  the  exact  countfrjjart  of  what 
it  had  done  on  so  many  previous  occasions,  and  excited  much 
comraent  and  adverse  criticism  by  the  whole  commercial  com- 
munity of  London.     The  market  rate  rose  decidedly  above  it,  so 

a  nish  for  discounts  was  made  to  the  Bank,  which  were  no 
ler  grunted  than  the  gold  was  immediately  drawn  out 

23.  On  the  27th  of  May  the  Chancellor  of  the  Exchequer 
brought  the  subject  of  the  monetary  pressure  before  the  House, 
and  stated  that  he  had  numerous  deputations  to  him  respecting 
a  suspension  of  the  Act  of  1844,  which  the  Government  wcrc  not 
prepared  to  adopt.  However,  he  meant  to  assist  the  Bank  so  far 
as  to  dispense  with  the  aid  the  Government  usually  had  from  the 
Bank  at  Quarter  day.  With  this  view  he  intended  to  raise  the 
interest  on  Exchequer  bills,  which  were  theu  at  a  greater 
depreciation  than  any  other  species  of  GovemmcEt  security,  to 
dd*  per  day.  On  the  10th  he  brought  in  a  resolution  to  allow  all 
persons  who  had  subscribed  to  the  eight  miOion  Irish  loan  a 
discount  of  5  per  cent,  on  any  instaknent  paid  iu  bufure  the  18th 
of  June,  and  4  per  cent,  if  paid  in  before  the  10th  of  September 

24.  The  enormously  high  price  of  grain,  which  had  no 
parallel  since  1812,  had  the  natural  effect  of  tempting  a  great 
number  of  houses  to  enter  into  specuUtious  for  the  import  of 
graio,  far  beyond  their  power  to  support.  The  enormous  im- 
poitations  in  May,  June,  and  July,  coupled  with  the  very 
favourable  appearance  of  the  harvc&t,  caused  a  heavy  and  con- 
tinuouij  fftll  in  the  price  of  graiu,  aud  tlie  reports  of  the  potato 
crop  being  favourable,  the  price  of  wheat  fell  to  4i)s.  Gd,  in 
September.  But  the  tremendooa  iall  in  the  price  of  wheat  Lad 
been  attended  with  ruin  to  the  houses  which  had  speculated  iu  it. 
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McweoYer,  that  hideona  nnisance  which  always  flourishes  with 
QOxioQS  luxuriance  in  times  of  speculation — accommodation 
paper — was  extensively  prevalent.  The  failures  in  the  corn 
Imde  began  in  August^  which  engendered  a  great  discredit  in 
that  and  other  branches  of  commerce.  On  the  7th  of  August 
th«  minimum  rate  of  discount  was  raised  to  5^,  but  this  only 
n^ferred  to  very  short-dated  paper,  as  the  greater  part  of  the 
paper  disi^ounted  was  charged  at  much  higher  rates,  even  up  to 
7  |)or  oent.,  which  were  maintained  up  to  the  9th  October 

85.  On  the  9tb  August  the  first  of  the  frightful  catalogue 
ot  t'ailares  be^n.  Leslie,  Alexander  and  Co.  stopped  payment, 
with  Habilitifs  amounting  to  £500,000.  On  Wednesday,  the 
nth,  Coventry  and  Sheppard  stopped  for  £200,000,  and  King, 
M<>WiUe  and  Ca  also  for  £200,000,  and  several  other  minor  firms 
u\ad«  the  total  failures  in  the  first  week  amount  to  £1,200,000. 
lu  the  next  week  Giles  &  Co.  failed  for  £100,000,  and  the  total 
in  tho  woond  week  was  £300,000.  In  the  following  week 
Hvibiunou  and  Co,  failed  for  £110,000,  the  senior  partner  of 
whioh  Ann  was  the  Governor  of  the  Bank  of  England.  In  three 
w\H»k«  the  failuroa  were  £8,027,000.  Week  after  week  followed, 
iM^oh  one  inorensing  in  severity,  until  at  last  the  total  exceeded 
AM^|1HH)|(HH).  In  the  middle  of  September  Saunderson  and  Co., 
the  eiuiuent  bill  brokers,  stopped  payment,  being  much  involved 
wltli  tiie  irreat  houses  in  the  corn  trade.  The  exchanges,  which 
\m[  Ihh>u  brought  to  par  in  April  by  the  monetary  pressure  in 
thnt  luouth,  wew,  in  consequence  of  the  increasing  severity  of  the 
\\vW\tk,  Ihhhxuo  deoidetllj  favourable,  and  on  the  25th  of  September 
bullish  W%M\  to  fiow  in.  During  the  whole  of  September  the 
e^MUiuoivii^l  oulauutiivi  wore  falling  fast  and  thick 

80«  Alroi»Mt  till  tbo  firms  connected  with  the  Mauritius,  such 
IMI  \W\\\i  IrYinj?  i"^  <V.,  fftik^d,  principally  from  having  their  funds 
kH^tHl  Up  iu  HUgtir  plantations.  This  was  accompanied  by 
tllMlMmM^  f^Uiuivn  iu  the  India  traiie;  the  credit  commonly  given 
\\\  t'hal  tl*Hile  U'iitg  of  unusual  length,  which  affords  dangerous 
AHt(llth'«  tW  utretohiug  it  to  ti^  great  a  length.  The  railway 
fHM  k^  whteh  \m\  been  eauotioned  in  the  session  of  1845-46,  were 
iiV  (ll  lUU  i)|H«mtiuii>  canting  an  immense  demand  for  ready 
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moDcj,  Almost  eyery  tradegmna  in  tbe  kingdom,  &om  Land^a 
Eud  to  John  O'Groats,  waa  deep  in  railway  Bpcinlations.  The 
extraTug^aub  delirium  of  prosiK-rity  in  1845-4C  had  caused  great 
numbera  of  them,  not  only  to  live  far  beyond  their  means  them- 
BelveB,  but  to  trust  their  cuRtomers  beyond  all  the  bounds  of 
ordiuary  credit.  We  have  heard  it  said  that  in  numberless 
instances  their  bills  for  goods  furnished  in  1815  were  nnpaid  in 
1^547*  There  can  be  no  doubt  whatever  but  that  commercial 
credit  of  all  sorts  and  descriptions,  among  all  elas.se«  of  traders, 
was  in  probably  a  more  unhealthy  state  than  it  had  ever  been 
before,  and  that  an  unprecedentedly  large  iX)rtion  of  the  com- 
mnnity  were  entangled  in  obligations,  of  which  there  was  no 
proBpect  of  their  ever  working  themselves  free.  Sharp  and 
severe,  therefore,  aa  the  remedy  was,  it  nnqneationably  was  the 
Tory  best  thing  that  could  happen,  that  this  unhealthy  8u|M?r- 
ittructnre  should  be  cleared  awuy,  and  that  commerce  should  l.)C 
reconstructed  upon  an  improved  and  renovated  basis.  The 
extreme  pressure  may  be  considered  to  have  begun  on  the  28rd 
of  September,  when  the  Bank  adopted  more  stringent  measures 
for  curtailing  the  demand  upon  its  resources.  Evex  since  the 
2Gth  of  June  the  diminution  of  bullion  had  been  going  on 
n»pidly ;  on  the  2nd  of  October  it  was  reduced  to  £8,565,000, 
the  notes  in  circulation  being  £18,712,000,  and  the  reserve 
£8,40D,000,  This  rapid  diminution  of  their  resources  shewed 
the  directors  that  the  time  had  come  when  they  must  think  of 
their  own  safety;  and  on  that  day  they  gave  notice  that  the 
minimum  rate  on  all  bills  falling  due  before  the  15th  of  Octob  r 
would  be  5i;  and  they  refused  altogether  to  make  advances 
on  stock  or  Exchequer  bills.  This  last  announcement  created 
a  great  excitement  on  the  Stock  Exchange.  The  town  and 
country  bankers  hastened  to  seil  their  public  securities,  to 
convert  them  into  mon«:y.  The  diflci'cucc  between  the  price 
of  consols  for  ready  money  and  for  tlie  account  of  the  14th  of 
October  shewed  a  rate  of  interest  equivalent  to  50  per  cent,  per 
annum.  Exchequer  bills  were  sold  at  3i}s,  discount.  Everything 
iiecame  worse  and  worse  day  by  d;iy.  On  the  16th  of  OctolxT 
the  Bank  rates  of  discount  varied  from  5^  to  9  per  cent.  At 
this  time  the  bullion  was  £8,431,000;  the  notes  in  circulation, 
£19,359,000;  and  in  i-eserve,  £2,030,000.    The  following  week, 
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from  Monday>  the  18th,  to  Saturday,  the  23rd,  was  tbe  great 
crfsis.  On  that  Monday  the  Royal  Bank  of  Liverpool^  with  a 
}\'M  np  ciipital  of  £800,000,  8tt>pf»ed  payment,  which  caused  the 
fuuds  to  full  2  per  cent.  This  was  followed  by  the  8t-oppaja:e 
of  the  Nortli  and  South  Wales  Bank,  also  of  Liverpool,  tiie 
Li\erp<x>l  Banking  Company,  tlie  Union  Bank  of  Newwistle^ 
heavy  rnns  on  the  other  banks  of  the  district^  and  other  bank 
fhikirea  at  Manchester,  and  in  the  West  of  Eiiirland.  As  the 
whole  of  the  commercial  world  knew  that  the  resources  of  the 
Banking  department  were  being  rapidly  exhausted,  a  complete 
pain'c  seized  thera.  A  complete  cessation  of  private  discounts 
followed.  No  one  would  part  with  the  money  or  notes  in  hfs 
possession.  The  most  exorbitant  sums  were  oflFend  to  and  refused 
by  morchants  for  their  acceptauces 

27*  The  continned  and  ever^increasin":  severity  of  the  crisis 
cnnsed  deputation  after  deputation  to  be  acut  to  the  Government, 
to  obtain  a  relaxation  of  the  Act,  and  on  Saturday,  the  23rd  of 
October,  the  final  determination  of  the  Jlinistry  to  authorise  the 
Bank  to  issae  notes  beyond  the  limits  prescribed  by  the  Act  was 
taken  and  communicated  to  the  Bank,  who  immediately  acted 
nijon  it,  and  discounted  freely  at  9  jjer  cent.  The  letter  it«elf 
was  not  actually  sent  till  Monday,  the  25tli,  It  stated  that  the 
Goverament  had  expected  that  the  pressure  which  bad  existed 
fur  some  weeks  would  have  passed  away  like  the  one  in  April 
had  done,  by  the  operation  of  natural  causes ;  that,  being  disap- 
IK'inted  in  this  hope,  they  had  come  to  the  conclusion  that  the 
time  had  come  when  they  ought  to  attempt,  by  some  extra- 
ordinary and  temporary  measure,  to  restore  confidence  to  the 
mercantile  community.  That  for  this  purpose  they  recommended 
the  directors  of  the  Bank  of  England,  in  the  emergency,  to 
enlarge  the  amount  of  their  discounts  and  advances  u|K)u  ap* 
proved  security;  but  that,  in  order  to  restrain  this  o[)eration 
within  reasonable  limits,  a  high  rate  of  interest  should  bo 
charged,  which,  under  the  circumstances,  should  not,  they 
thought,  be  less  than  8  per  cent.  That  if  such  a  conrie  ihould 
lead  to  any  infriugemeut  of  the  law,  they  would  be  prepared  to 
propose  to  Parliament,  on  its  meeting,  a  Bill  of  Indemnity.  This 
fetter  was  made  public  about  1  o'clock  on  Mondiiy,  the  20th,  and 
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no  flooner  was  it  daue  bo  than  the  panic  vanished  like  a  dream  I 
Mr,  Gurney  stated  that  it  produced  its  effect  in  t<jn  minutes! 
No  sooner  was  it  known  that  notes  miijhl  be  bad,  than  the  want 
of  them  ceased!  Not  only  did  no  infrinf^ement  of  the  Act  take 
place,  but  the  whole  issue  of  notes,  in  consequence  of  this  letter, 
was  only  400,000;  so  that,  while  at  one  moment  the  whole  credit 
of  Great  Britain  was  in  imminent  danger  of  total  destruction, 
within  one  bmir  it  was  saved  by  the  issue  of  £400,000 

28.  The  extraordioary  and  disastrous  state  of  public  credit 
at  this  period  may  he  judged  of  by  the  aid  aflbrded  by  the  Bunk 
of  England  to  different  establishments,  from  the  15th  of  Sep- 
tember to  the  15th  of  November,  as  follows — 

1.  It  advanced  £150,000  to  a  large  firm  in  London,  who 
were  under  liabilities  to  the  extent  of  sevenil  milliuns,  on  the 
security  of  debontui'es  of  the  Governor  and  Company  of  th*' 
Copper  Miners  of  England,  which  prevented  them  stopping' 
payment 

2.  It  advanced  £50,000  to  a  country  banker,  on  the  security 
of  real  property 

8,  It  advanced  £120,000  to  the  Governor  and  Company  of 
the  Copper  Miuers,  which  prevented  them  stopping  payment 

4.  It  advanced  £800,000  to  the  Royal  Bank  of  Liverpool, 
on  the  security  of  bills  of  exchange,  over  and  above  their  usual 
discjounts;  but  this  was  inadequate,  and  the  bank,  having  no 
further  security  to  offer,  stopped  payment 

5.  It  advanced  £100,000  to  auother  joint  stock  bank  in  the 
country 

6.  It  advanced  £130,000  on  real  property,  to  a  large  mer- 
cantile house  in  London 

7.  It  advanced  £50,000  to  another  mercantile  house,  on  the 
security  of  approved  names 

8.  It  advanced  £50,000,  on  bills  of  exchange,  to  a  joint 
stock  bank  of  issue,  which  soon  after  stopped  {>aynient 

9.  It  advanced  £15,uou,  on  real  property,  to  another  mer- 
cantile house  in  London 

10  It  saved  a  large  eetablishmeut  in  Liverpool  from  failing, 
by  forbearing  to  enforoe  payment  of  £100,000  of  their  accept- 
ances falling  due 
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11.  It  RB^iEbcd  aootber  very  large  joiot  stock  bank  m  the 
country,  by  uii  advance  of  £800,000  beyond  its  usual  discount 
limit 

12.  It  advanced  £100.000  to  a  country  banker,  on  real 
security 

13.  Ik  advanced  to  a  Scotch  bank  £200,000,  on  the  security 
of  local  bills,  and  £60,000  on  London  bills 

14*  It  assisted  another  Scotch  bank,  by  discounting  £100,000 
of  local  and  London  bills 

15.  It  adviuiccd  £100,000  to  a  large  mercantile  house  in 
London,  on  approved  p6i*sonal  security 

16.  It  assisted  a  large  house  in  MaQohester  to  resume  pay- 
meut,  by  an  advance  of  £40,000  on  approved  personal  security 

17.  It  advanced  £30,000  to  a  country  bank  on  real  projxTty 

18.  It  assisted  many  other  houses,  both  in  town  and  country, 
by  advances  of  smaller  suras  on  securities  not  usually  admittt'd; 
and  it  did  not  reject,  in  London,  any  one  bill  offered  for  disconntj 
except  on  the  ii:ix)und  of  iusufTicient  security 

The  far  larger  portion  of  this  assistance  was  given  before  the 
SHi-d  of  October 

29.  A  general  election  had  taken  place  in  the  autumn  of 
1847,  and  tliu  Ministry,  having  taken  upon  themselves  the 
responsibility  of  authorising  the  Bank  of  England  to  violate  the 
Act  of  1844,  lost  no  time  in  calling  a  meetmg  of  the  new 
Piirliament.  It  met  on  the  18th  of  November,  and,  after  a  few 
l)reliniiuary  days  were  occupied  in  swearing  in  the  raeuibera,  the 
speech  from  the  throne  was  delivered  on  the  23rd*  The  first 
]Miragraph3  stated^  as  a  reason  for  calling  them  togetlier,  that  the 
L'lubarrassments  of  trade  were  so  alarming  that  the  Queen  had 
anthorised  the  Ministry  to  recommend  to  the  Bank  of  England 
a  course  which  might  have  led  to  an  infringement  of  the  law. 
Hajjpily,  however,  the  power  given  to  inlringo  the  hiw,  if 
ncces!iary,  had  alhiyed  the  panic 


30.  On  the  80th  of  November,  the  Cluiiicrllor  of  the  Kx- 
cht-quer  moved  for  a  Committee  to  inquire  into  the  causes  of  the 
recent  commercial  distress,  and  how  far  it  had  been  nfiected  by 
the  Act  of  1844.      He  spoke  of  the  panic  in  the  epring.     He 
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Baid  that  he  had  seen  no  retwon  to  change  the  opinion  he  bad 
then  expressed,  that  it  was  mainly  owing  to  the  imprudenot!  of 
the  Hank,  which,  having  full  warning  of  the  yarious  demands  it 
wonld  have  upon  it,  was  too  tardy  in  raiaino:  the  rate  of  discount, 
and  had  lent  out,  over  the  period  wlicn  the  divirlends  became 
payable,  the  money  they  had  provided  for  that  purpose  :  so  that 
they  were  not  in  pousL-siiion  of  ndc^piat^.'  fonds  when  they  were 
required.  The  low  state  of  their  reserve  then  excited  conster- 
nation. The  Bank  then  took  the  severe  step  of  reducing  the 
amount  of  discounts ;  they  pulled  up  as  suddenly  as  they  had 
nnwisely  let  out  their  reserve  before.  With  respect  to  the  panic 
of  October,  he  eaid  that  the  severe  pressure  in  the  Money  Market 
had  abated  when  the  bank  failures  in  Liver|30ol  and  the  North  of 
Enjrhind  took  place,  which  renewed  the  alarm.  After  descnbiug 
the  great  pressure  on  the  baoks  in  the  country  he  said^ — 

**The  Bank  of  England  were  pressed  directly  for  assistance 
from  all  parts  of  the  country,  and  indirectly  through  the  London 
baukers,  who  were  called  upon  to  snpport  their  country  corres- 
pondents. The  country  bauks  required  a  large  amount  of  notes, 
to  render  them  secOre  against  possible  demands  ;  not  so  much  for 
payment  of  their  notes  as  of  their  deposits.  Houses  in  London 
were  applying  constantly  to  the  Bank  for  aid.  Two  bill  brokers 
had  stopped  and  the  operations  of  two  others  were  nearly 
paralysed.  The  whole  demand  for  discount  was  thrown  upon  the 
hands  of  the  Bank  of  England,  Notwithstimding  this,  as  I  before 
said,  the  Bank  never  refused  a  bill,  which  it  would  have  dis- 
oonnted  at  another  time,  but  still  the  large  mass  of  bills  which,  under 
ordinary  circumstances,  are  discounted  by  bill  brokers,  could  not 
be  negociated.  During  this  period,  we  were  daily,  I  may  say 
hourly,  in  possession  of  the  state  of  the  Bank.  The  Governor 
and  Deputy-Governor  at  last  said  they  could  no  longer  continue 
their  advances,  to  support  the  various  parties  who  applied  to  them  ; 
that  they  could  save  themselves,  that  is,  they  could  comply  with 
the  Ijiw  ;  but  that  they  could  not  do  so  without  pressing  more 
EtringeiUly  on  the  commercial  world.  At  this  crisis,  a  feeling  as 
to  the  necessity  of  the  inter|X)sition  of  Government  appeared  to 
be  generally  entertained  ;  and  those  conversant  with  commercial 
affiiire,  and  least  likely  to  decide  in  favour  of  the  couree  we 
Ultimately  adopted,  unanimously  expressed  an  opinion,   that  if 
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some  measure  were  nob  takea  by  the  Goverament  to  arrest  the 
evil,  the  m(»b  disastroas  consequences  miiHt  inevitably  ensue. 
Evidence  was  laid  before  the  Government,  which  proved  not  ooly 
the  existence  of  severe  pressure  from  the  causes  I  have  stated, 
but  also  that  it  was  aggravated  in  a  very  great  degree  by  the 
hoarding  on  the  part  of  many  persons,  of  gold  and  Bank  notes*  to 
a  very  large  extent,  in  consequence  of  which  an  amount  of 
circulation,  which  under  ordinary  eircumstancea,  would  have  been 
adequate,  became  insufficient  for  the  wants  of  the  community.  It 
was  difficult  to  establish  this  beforehand,  but  the  best  proof  of 
the  fact  is  in  what  occurred  after  we  interfered,  As  soon  as  the 
Ictttir  of  the  25th  October  appeared,  and  the  panic  ceased, 
thousands  and  tens  of  thousands  of  pounds  were  taken  from  the 
hoards,  some  from  boxes  deposited  with  bankers,  although  the 
parties  would  not  leave  the  notes  in  their  bankers'  hands.  Larj^e 
parcels  of  notes  were  returned  to  the  Bank  of  England  cut  into 
halves,  as  they  had  been  sent  down  into  the  country ;  and  so  small 
was  the  real  demand  for  an  additional  quantity  of  notes,  tliat  the 
whole  amount  taken  from  the  Bank,  when  the  unlimited  power  of 
issue  was  given  was  under  £400,000.  The  restoration  of  con- 
fidence released  notes  from  their  hoards,  and  no  more  was 
wanted,  for  this  trifling  quantity  of  additional  notes  is  hardly 
worth  notice.  .  .  .  Parties  of  every  de-scri{)tion  made 
application  to  us,  with  the  observation,  *  We  do  not  want  notes, 
but  give  us  confidence/  They  said  'We  have  notes  enough, 
but  we  have  not  confidence  to  use  them  j  say  you  will  stand  by 
us,  and  we  shall  have  all  we  want ;  do  anything  in  short  that 
will  give  us  confidence.  If  we  think  that  we  can  get  Bank  notes, 
we  shall  not  want  them.  Charge  any  rate  of  interest  you  please, 
ask  what  you  like — (Mr,  Spootter,  No !  no  I)  I  beg  pardon  of 
the  honoomble  gentleman,  but  I  may  be  permitted  to  know  what 
was  actually  said  to  me.  I  say,  U:»at  what  I  have  stuted,  wjis 
the  teuor  of  the  applications  made  to  me.  Parties  said  to  me, 
'  Let  us  have  notes,  charge  10 — 12  per  cent*  for  them  ;  we  doD^t 
care  what  the  rate  of  interest  is.  We  don*t  mean,  indee^d,  to 
take  the  notes,  because  we  shall  not  want  them  ;  only  tclt  us  that 
we  can  get  them,  and  this  will  at  otioe  restore  coufidcuce/  We 
have  been  asked  what  was  the  change  of  circumstanoes  wliicb 
induced  us  to  act  on  Saturday  when  we  declined  acting  a  day  or 
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two  before.     I  reply,  that  the  accounta  which  we  received  on 

T"        '  \,   Friday,  and  Satarday^   were   of  a  totally  different 

Ml  from  tfiose  which  bad  been  previously  brought  as.     It 

oil  Saturday  and  not  before,  that  this  conviction  waa  forced 
u[n<ii  US,  and  it  was  not  till  then  that  we  felt  it  necessary  to 
sanction  a  violution  of  the  law  " 

The  persons  applying  generally  said  that  it  was  necessary  to 
place  a  limit  on  the  amount  to  be  authorised^  which  they  pro* 
posod  should  be  £2,000,000  or  £a,000,000,  but  the  Government 
thought  that  tlie  limit  should  be  placed  on  the  rate  of  interest, 
and,  accordingly,  this  was  the  method  adopted 

31*  Sir  Robert  Peel  felt  particularly  called  npon  to  come 
forward  and  defend  tbe  Act  of  184-4.  After  defending  himaelf 
fh)rn  some  minor  charges,  he  protested  against  singling  out 
individual  members  of  Parliament,  and  making  them  responsible 
for  the  acta  of  the  whole  Legislature.  He  said  that  some  persona 
alleged  that  the  Act  of  1844  had  been  passed  without  doe  inquiry, 
but  he  recounted  the  committees  that  had  sat  for  five  years,  and 
ha*!  juskcd,  on  the  whole,  upwards  of  14,000  questions — questions 
and  answers  without  end,  but  with  no  practical  result  from  those 
apparently  interminable  investigations.  The  last  committee  had 
closed  its  labours  without  any  practical  results.  At  last,  the 
Ministers  determined  to  bring  forward  a  measure  on  their  own 
responsibility,  which  had  been  carried  by  extraordinary  majorities; 
but,  nevertheless,  if  it  could  be  shewn  that  the  Act  of  1844  could 
be  amended  that  it  ought  to  be  done 

**  There  has  been  some  misrepresentation  respecting  the  objects 
of  this  Act.  I  do  not  deny  that  one  of  the  objects  contemplated 
by  the  Act  was  the  prevention  of  the  oonvnlsions  that  had  here- 
tofore occurred  in  consequence  of  the  neglect  of  the  Bank  of 
England  to  take  early  precautions  against  the  withdrawal  of  ita 
treasure.  I  did  hope  that,  although  there  was  no  imperative 
obligation  on  the  Bank  of  England  to  take  those  precautions,  that 
the  experience  of  1825,  1886  and  1839,  would  have  induced  that 
establishment  to  conform  to  principles  which  the  directors  of  the 
Bank  acknowledged  to  be  jnst,  and  which  they  had  more  than 
once  professed  to  adopt  for  their  own  regulation.  Sir,  I  am  bound 
to  say,  that  in  that  hope>  that  in  that  object  of  the  BiU,  I  have 
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bnm  disttpi-Tointed*  I  am  bound  to  admit,  seeing  the  extent  of 
C(immeroial  depreKslon  whieb  hns  prevailed,  and  the  nomber  of 
hoiw»»H  whit^h  linve  1>mmi  R\v«'pt  avvaj,  some  of  which  however,  1 
tliiuk,  were  insolvent  Ion*?  Itclorr  the  Bill  canie  into  opemtinn, 
and  otiivra  of  which  became  insolvent  in  consequence  of  the 
failure  of  those  who  were  connected  with  them,  and  were  im* 
prudotit  in  their  Bpcculations,  I  am  bc»und  to  admit  that  that 
purpuae  of  the  Pill  of  1844,  which  sought  to  impress,  if  not 
ft  le^ttl  at  least  a  moral  obligation  on  the  Bank,  to  prevent  the 
new^iwity  fur  measures  of  extreme  stringency  by  timely  precau- 
tii»n«,  hnd  not  been  fulfilled.  Sir,  I  must  contend,  that  it  was  in 
tlio  power  of  the  Bunk,  if  not  to  prevent  all  the  evils  that  have 
ison,  at  lea^t,  gruatlj  to  diminish  their  force.  If  the  Bank  had 
poHjifJwed  the  resolution  to  meet  the  coming  danger  by  a  con- 
tractlon  of  its  issiiea,  by  raising  the  rate  of  discount,  by  refusing 
much  of  the  accommodation  which  they  granted  between  the 
yiiitu  IH'ii  and  184(«~if  they  had  been  firm  and  determined  in 
the  aduptioii  of  those  precautions,  the  necessity  for  eactrinsic 
interference  niijfht  have  been  prevented;  it  might  not  then  have 
been  neee»Hnry  for  the  Government  to  authorise  a  violation  of  the 
Ar^t  ««f  1814.  ,  .  .  The  hill  of  1844  had  a  triple  object. 
ItM  Hrwt  ctbject  wan  that  in  wliich  1  admit  it  has  failed,  namely, 
to  provwnt,  by  early  and  gradual,  severe  and  sudden  contraction, 
Jiml  th(i  pikhic  and  confusion  inseparable  from  it.  But  the  bill 
IkmI  Jit  leant  two  other  objrcls  of  at  least  erpuil  importance — the 
OUd  to  maintain  and  guarantee  the  convertibility  of  the  paper 
^ourreney  into  g(jltl ;  the  other  to  prevent  the  difficulties  which 
iiiMM  at  all  timea  from  iituhie  sijeculation  being  aggi-avatcd  by  the 
,buMt  of  jMifH^r  eit*dit  in  the  form  of  promissory  note^.  In  thi'se 
'|\>  o  i»bjeotn  my  belief  is  that  the  bill  has  completely  succeeded. 
M>  belU»f  i«  that  you  have  had  u  guarantee  for  the  mainteuance 
,Df  »hn  principle  of  convertibility  such  as  yon  never  liad  before; 
inv  briii'f  ali««»  i»»,  tlmt,  whatever  difllculties  you  aie  now  sufTering 
lom  a  iHimbinution  of  viirious  cansojj,  those  difiiculties  wonld 
l»»v»'  Iw'i'ii  greatly  agK**tt^iit*'ti  ^^  JO"  ^»a*^  ^^'^  wisely  taken  the 
iirriMitiouof  (^becking  the  unlimited  issues  of  the  notes  of  the 
Ihiuk  of  KivKlaud,  at  joint  ntock  banks,  and  private  banks" 

qQ,    Kir  Kobert  Pot^l  then  entered  into  a  tnoet  able  de- 
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acription  of  the  trae  evils  the  country  was  suffering  under,  which 
arose  from  the  enormous  destruction  of  capital  by  the  dearth  of 
food,  and  the  ua usual  ahsorptioa  of  capita)  in  one  channel 
of  commerce,  the  construction  of  railroads,  which  were  not  yet 
rerauuerativc.  He  shewed  the  absurdity  of  expecting,'  to  have 
cheap  money  while  capital  was  scarce.  The  whole  of  his  remarks 
are  so  admirable  that  we  re^et  that  their  length  prevents  us 
from  giving  them  entire.  He  cordially  approved  of  the  course 
the  Government  had  taken  in  not  issuing  the  letter  sooner  thau 
they  did,  and  in  doing  it  when  they  did.  The  true  remedy  for 
the  state  of  things  under  which  the  country  was  suffering  was 
iDdividual  exertion,  the  limitation  of  engagements,  the  cessation 
of  all  demands  which  could  be  postponed ;  an  earlier  issue  of  the 
letter  would  have  relaxed  these  necessary  exertions.  But  to  that 
pressure  a  panic  succeeded,  which  could  not  be  provided  against 
or  foreseen  by  legislation,  which  could  not  be  reasoned  with,  and 
which  could  only  b'j  met  by  a  discretionary  assumption  of  power 
by  the  Government  suitable  to  the  emergency.  Wliether  any 
moditication  of  tlic  Act  of  1844  was  desirable,  was  a  question 
for  future^  consideration.  His  own  opinion  was  in  favour  of 
the  maintenance  of  the  great  principles  of  that  measure.  If 
the  identical  restrictions  were  not  imposed  upon  the  Bank  ns 
were  then  in  force,  still  there  must  be  some  restrictions  ;  for, 
after  the  experience  of  1825t  1830,  and  18S9,  he,  for  one,  would 
not  bo  content  to  leave  the  regulation  of  the  monetaiy  concerns 
of  this  country  to  the  uncontrolled  discretion  of  the  Bank,  In 
1844»  the  general  conviction  was  that  it  ought  not  to  be  so  left, 
and  he,  for  one,  knew  no  better  mode  of  imposing  restriction 
than  that  which  was  devised  by  the  Act  of  1844.  Fully 
agreeing  with  Sir  Robert  Peel  on  the  necessity  for  a  restriction, 
we  think  that  the  restriction  devised  by  the  Act  of  1844  ia 
not  the  true  one,  and  that  it  leaves  open  the  door  to  the  Bank 
for  the  most  fatal  mis^raanageraent.  We  shall  endeavour  to  shew, 
in  a  future  chapter,  that  one  may  be  devised  which  must  be 
effectual 

33.     The  Committee  appointed  by  each  House  began  to  sit 
in  February,  1848.     The  Governor,  Mr.  Morris,  aud  the  Dejtuty- 
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Governor,  Mr.  Prescott,  were  examined  at  great  length  before 
each  Committee,  and  expressed  their  unqualified  approbation  ot 
the  Act  of  1844,  and  the  manner  it  had  worked.  The  object  of 
the  Act  was  to  place  the  circulation  of  this  country  exactly  in  the 
same  position  as  it  would  have  been  if  the  currency  had  been* 
^entirely  metallic 

*^  Your  opinion  is,  then,  that  with  regard  both  to  the  con- 
traction of  the  currency  and  the  expansion  of  the  currency, 
they  would  both  have  taken  place  precisely  in  the  same 
mode,  and  to  the  same  degree,  had  the  currency  been  purely 
metallic?" 

Mr.  Morris — "  Ye8, 1  have  not  the  sUghtefit  doubt  upon  the 
subject " 

They  said  that  its  object  was  to  secure  the  convertibility  of 
the  note,  which  it  had  effectually  done.  That  the  Bank  acted 
erroneously  in  the  spring  of  1847  in  not  raising  their  rate  of 
discount  sooner,  which  much  contributed  to  the  monetary  pres- 
sure in  April.  They  said  that  tho  Gov6i*nmcnt  letter  of  the  25th 
October  was  not  sought  for  by  them,  nor  issued  in  any  way  at 
their  instance,  that  they  had  no  fear  whatever  for  the  Bank,  and 
that  it  was  not  required  to  maintaiu  the  solvency  of  the  Bank; 
but,  nevertheless,  it  had  the  best  effects  in  alhiying  the  com- 
roercial  panic.  That  the  panic  would  inevitably  have  occurred 
aven  without  the  Act  of  1844,  but  that  Act  brought  it  on  sooner, 
and  probably  made  it  less  severe.  That  the  great  merit  of  the, 
Act  was,  that  when  tlie  pressure  did  come,  the  Bank  was  ia 
posMtTn^iun  of  £8,<  100,000  of  treasure ;  that  if  the  Bank  had  been 
ictft  fh*G  it  would  probably  have  followed  the  course  of  dang»:rou8 
liln-rality  which  it  bad  done  on  so  many  previous  oconsious. 
That,  though  tlie  Government  letter  did  relieve  the  panic, 
it  would  probably  have  passed  away  without  it.  They  car* 
no»tly  deprecated  any  alteration  of  the  Act,  exoei>t  that  they 
ih'iught  tho  permission  to  issue  notes  upon  silver  bullion  too 

34.  Mr*  8.  Oiirncy  agreed  in  blaming  the  management  of 
ttiK  Battk  during  the  fli-st  three  montljs  of  1847,  ami  »»iid,  that  if 
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the  Bank  had  commenctjd  rcstricLivre  measures  much  earlier,  the 
pressure  of  April  would  have  beeu  mitigated.  He  said^  that  in 
October  the  rapid  diminutioa  of  the  reserve  caused  a  very  general 
difitnist  among  the  public  as  to  how  they  were  to  obtain  cir- 
culating medium*  The  wealthy  and  more  powerful  took  care 
veiy  largely  to  over-provide  themselves,  infinitely  beyond  the 
necessities  of  the  case.  The  consequence  was,  that  the  notes  in 
the  hands  of  the  public  amounted  to  nearly  £21,000,000,  of 
which,  he  had  no  doubt  that  four  or  five  millions  were  locked  np 
aud  inoperative,  in  consequence  of  the  alarm  and  fear  of  not 
being  able  to  get  Bank  notes  at  all.  lu  illustration  of  this,  ho 
said  that  his  own  house  was  largely  called  upon  for  money  on 
Saturday,  the  2drd,  not  from  diBtrust  of  the  house,  but  from 
doubt  that  Bank  notes  were  to  be  had  at  all.  They  applied  to 
the  Bank  for  discount  to  a  large  amount,  which  was  agreed  to, 
but  they  were  told  the  rate  must  be  ten  per  cent. ;  upon  remon* 
strati ng  with  tlic  Governor,  and  saying  that  it  would  have  the 
worst  effect  if  it  became  known  that  their  house  was  paying  ten 
per  cent,  for  money,  the  rate  was  finally  agreed  upon  at  nine  per 
cent.  At  this  rate  they  took  £200,000.  ^  On  Monday,  the  2oth, 
however,  the  demand  was  again  very  heavy,  and  they  applied  for 
£200,000  more.  It  was  a  case  of  difficulty  with  the  Bank  under 
ita  reduced  reserve  and  the  limitation  of  the  Act,  and  a  final 
decision  was  postponed  till  two  o'clock.  At  one  o'clock,  however, 
the  letter  from  the  Government  was  announced,  authorising  the 
relaxation.  Its  effect  was  immediate.  Those  who  had  sent  notice 
for  their  money  in  the  morning  seat  word  that  they  did  not  want 
it,  and  that  they  had  only  ordered  payment  by  way  of  pre- 
caution. After  the  notice,  they  only  required  £100,000  instead 
of  £200,000,  the  alarm  passed  off,  and  by  the  end  of  the  week 
they  had  to  ask  the  Bank,  as  a  favour,  to  be  allowed  to  repay  the 
money  they  had  taken.  Mr.  Gurney  stated,  that  the  experience 
of  the  last  two  years  had  altered  his  opinion  respecting  the  Act, 
aud  that  ho  thought  it  necessary  there  should  be  a  relaxing 
power  somewhere 

36.     Ijonl  Overstone  was  of  opinion  that  the  Act  of  1844 
had  no  effect  whatever  in  aggravating  the  pressure  in  April ;  thui 
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tbu  course  pursued  by  the  Bank  from  Jauciarj  to  April  was  ex- 
tremely  erroneous  and  detrimental  to  the  public  interest,  and  v^m 
only  stopped  by  the  positive  pro?ision8  of  the  Act  j  and,  if  that 
gystem  of  procedure  had  not  been  so  stopped,  it  must  hurc  ended 
in  the  most  disastrous  conseqaences 

86.  Mr*  George  Carr  Qlynn  had  been  of  opinion  before  the 
Act  passed  that  the  division  of  the  Bank  into  the  issue  and 
banking  departments  was  a  desirable  experiment,  but  after  the 
experience  of  the  preceding  year,  considered  that  it  had  decidedly 
failed 

87.  The  Committee  of  the  Commons  presented  their  Report 
on  the  8th  JunCi  1848.  It  entered  into  no  philosophical  examina- 
tion of  the  correctness,  or  the  contrary,  of  the  opinions  of  the 
witneasea  ;  it  aspired  to  and  attained  to  no  higher  function  than 
acting?  as  ft  kind  of  preface  to  the  mri-ss  of  evidence,  but  concluded 
by  stating  the  opinion  of  the  Committee  that  it  was  not  expe- 
dient to  make  any  alteration  in  the  Act  of  lt;i4.  The  Report 
o(  tlie  ComniitUMt  of  the  Lords  was  presented  in  July,  and  was 
Ik  ranch  more  elaborate  production.  It  not  only  examined  the 
cTidcnoe  at  consideniblc  Ien<j:t!u  but  pronounced  an  opinion  of 
iti?  own,  and  recumitiruded  that  the  Ai.t  should  be  SO  far  amended 
AS  to  iutnxluce  a  discretionary  relaxing  power,. which  was  only 
to  bo  exercised  during  the  existence  of  a  favoiu'able  foreign 
aohango 

88.  Ou  the  iSnd  of  August  Mr.  Kernes  moved  that  the 
Home  wouldf  early  next  Scaaion,  take  the  Report  into  considcra- 
Uoiii  which  motiou  was  negatived.  In  the  next  Session  ho 
mado  another  nttcuipt  to  induoo  Parliament  to  alter  the  Act,  but 
witliout  avail 

80.  Afl4»r  tho  tororo  medicino  the  body  oommercial  had 
[^u  iiuhji  t  trd  to  by  the  gff«t  cri^iis  of  1847^  which  there  can 
,^.  i.ij  x.„u\  WI14  of|fW«ftlii*r?ici>,  by  removing  bouses  that  had 
I  for  yvtin,  the  oommerce  of  the  country  was  cstub- 
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lishod  on  a  soonder  basisj  and  had  gone  on,  generally  speaking, 
with  great  prosperity,  up  to  the  autumn  of  1857.  The  chances 
of  war  led  to  a  groat  demand  for  shipping,  and,  of  course,  much 
81>eciilativc  dt^alinj,'  in  that  property.  This  occurral  especially  at 
Liverpool,  in  the  autumn  of  1854,  and  led  to  some  very  extensive 
failures.  The  revelations  which  ensued  from  these  failures  dis- 
ulosed  that  the  same  inveterate  and  abominable  practices  of 
accommodation  paper  were  again  rampant.  Fictitioos  hills  to  an 
enormouB  amount  were  fabricated  among  persons  who  were  in 
the  same  species  of  business,  and  were  negotiated  all  over  the 
kingdom.  Other  parties  resorted  to  practices  even  more  dis- 
graceful stilly  if  possible.  These  great  faihires,  which  are  too 
well  known  to  require  naming  here,  gave  credit  a  very  serious 
shock;  in  addition  to  which,  a  considerable  number  of  pei-sons 
who  were  engaged  in  extravagant  over-tradiog  in  Australia, 
eoffered  severe  losses.  There  is  nothing  to  call  for  st>ecial  remark 
except  that  a  great  drain  of  bullion  Ix'gan  froni  the  Bunk  of  Eng- 
land at  the  end  of  June,  and  continued  rapidly  and  steailily 
till  the  middle  of  October.  On  the  23rd  Juno  it  stood  at 
£18,169,000,  including  the  coin  and  bullion  in  both  departments; 
and  by  the  KUh  of  October  it  was  reduced  to  £ll,752;^00.  The 
causes  of  this  great  outflow  are  not  sufiiciently  ascertained  for  us 
to  reason  upon  them  with  accuracy*  Some  attributed  it  to  the 
purchases  of  corn  which  the  high  price  of  wheat  here  caused  to 
be  made  for  importation^ — some  to  operations  of  the  Bank  of 
France.  Time  will  probably  furnish  us  with  more  satisfactory  and 
accurate  infoniiation.  What  the  causes  were  is  of  comparatively 
alight  moment.  We  are  happy  to  say  that  the  Bank  of  England 
acted,  in  this  case*  with  a  promptitude  and  decision  most 
favourably  contrasted  with  its  former  errors.  The  rate  of  dis- 
count was  rapidly  raised,  to  enhance  the  value  of  money.  On 
no  foroier  occasion  had  the  rise  been  so  frequent  and  ex- 
tensive in  60  short  a  time ;  but  the  effect  produced  was  most 
salutary 
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40.    The  foUowiDg  table,  taken  at  intervals,  shows  the  bullion 
in  the  Bank,  and  the  rate  of  discount — 


1855. 

Bamon  in  the  loEiie 
Deputmeni. 

Bate  Off  Dueoimi. 

January       4     ... 

£ 

...  13,180,835... 

...  5  per  cent 

20     ... 

..    11,880,560... 

j> 

Febmaiy  22     ... 

...  12,313,230... 

rt 

March        22     ... 

...  13,479,975... 

...            ,, 

April         12     ... 
May            3    ... 

...  14,392,500... 

...  4^  per  cent. 

...  14,791,785... 

...  4  per  cent. 

17     ... 

...  15,336,510... 

„ 

31     ... 

...  16,337,685... 

„ 

June          14    ... 

...  17,056,945  ... 

...  3J  per  cent. 

28     ... 

...  17,429,435  ... 

...        „ 

July          19     ... 

...  16,631,890... 

...        „ 

August        9     ... 

...  15,601,590... 

...        „ 

September   6    ... 

...  14,308,010... 

...  4  per  cent. 

13     ... 

...  13,668,005... 

...  4^  per  cent. 

27     ... 

...   12,695,250... 

...  5  per  cent. 

October       4    ... 

...  12,368,255... 

...  5^  per  cent. 

18    ... 

...  11,205,855... 

...  6  per  cent,  for  bills 
not  longer  than 
60  days. 

November  8    ... 

...  10,741,320... 

...  7  per  cent,  for  bills 
not  longer  than 
95  days. 

December    6    ... 

...  10,580,570... 

...        „ 

27    ... 

...  10,369,595... 

„ 

For  several  preceding  weeks  the  Economist  reported  the  Money 
Market  to  be  as  tight  as  it  could  well  be.  But  on  the  29th  of 
December  it  said — 

**  The  Money  Market  continues  as  stringent  as  it  can  well  be, 
and  no  bills  can  be  discounted  under  the  Bank  rates.  Paper  at 
long  dates  cannot  be  discounted  on  any  terms.  The  great  extent 
of  our  trade,  as  indicated  by  the  returns  for  November,  confirms 
the  suspicion  awakened  by  the  continued  demand  for  money,  that 
trade  has  received  no  seriotis  check  from  the  advance  in  the  rats 
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9f  ducctirtf,  and  is  Bti]l  more  extensive  than  prudeuce  warrants,  or 
in  the  end  will  be  justified  *' 

41.  This  most  jodicious  conduct  on  the  part  of  the  Bank, 
which  merited  nothing  but  the  most  unqualified  commendation, 
excited  a  great  clatter  amongst  a  ccrtiiiii  number  of  |)eople  who 
think  that  money  is  to  be  created  ad  fibitum  by  writing  **  pro- 
miaes  to  pay ''  on  bits  of  paper,  when  there  is  no  money  to  pay 
them  with,  and  who  think  it  possible  to  send  one's  money  abroad 
and  also  to  have  it  at  home.  The  pajiors  were  filled  for  weeks 
with  letters  and  articles  exhibiting  all  the  rank  follies  which  wer^ 
onoe  prevalent  on  the  subject  of  the  price  of  com,  and  which 
haw  been  so  admirably  exposed  by  Adam  Smith,  Bnt  in  this 
respect  a  most  marked  and  healthy  change  has  been  of  late  years 
moftt  manifest  in  the  majority  of  pnblic  writers.  The  great 
majority  now  understand  that  the  rate  of  discount  is  the  true 
regulating  power  of  tlie  paper  currency,  and,  instead  of  assailing 
the  Bimk  with  howls  and  execration  when  it  does  its  duty  in 
raising  its  rate,  they,  with  a  few  exceptions,  now  universally 
commend  it.  This  is  great,  real,  and  sound  progress  w  the 
spread  of  true  Economic  science 

42.  At  the  end  of  this  year  the  Queen  exercised  the  power 
reserved  in  the  Act  of  1844^  to  enable  the  Bank  of  England  to 

:tend  its  issues  to  not  more  than  two-thirds  of  the  amount  of 
those  of  any  banks  of  issue  that  mij^^ht  cease  to  issue  notes. 
From  the  passing  of  the  Act  up  to  this  period  forty-seven  banks, 
whose  authorised  iesues  amounted  to  £712,623,  ceased  to  issue 
their  own  notes,  and,  on  the  Uith  December,  ISfjf),  the  Queen  in 
Council  issued  an  order  authorising  tlie  Bank  of  England  to 
increase  its  issues  to  the  amount  of  £4 7/) ,000  upon  public 
securities.  But  this  is  not  the  hondjide  increase  to  the  issuing 
l)ower  of  the  Bank,  For  in  the  year  1854  the  Clearing  House 
was  organised  on  a  better  plan,  and  whereas  before  that  an 
average  amount  of  £200,000  of  bank  notes  was  required  to 
adjust  itfl  transactions,  by  the  now  system  these  were  totally 
dispensed  with,  and  no  notes  at  all  are  now  required.  Moreover, 
by  the  admission  of  the  joint  stock  banks  to  the  Clearing  House, 
they  are  saved  from  keeping  an  enormous  amount  of  notes  to 
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meet  the  '*  btuikem'  charges,"  vrhich  maj  safely  be  caleokM  ai 
£500,000*  These  notes,  therefore,  are  now  ayaOablc  to  the  B«iik 
to  nm  for  oomroercial  porpoees,  and,  conseqneotij,  are  to  be 
coniuiiered  as  so  much  additional  power  of  li^sae  to  the  Bank, 
which  haa  thus  in  reality  acquired  an  increased  power  of  issue  to 
the  amount  of  £1,175,000  since  the  Act  of  184-1.  Up  to 
February,  1857,  seven  other  banks,  whoee  agisnTLnit;c  iasoes 
amounted  to  £111,020^  hare  ceased  to  issue  notes,  but  nu  farther 
power  was  granted  to  the  liauk  to  extend  its  issues  until  1866 

43.  For  several  months  after  the  beginning  of  1856  the 
Moniy  Market  continued  in  a  state  of  great  •*  tightness*"  and  the 
bullion  in  the  Bank  scarcely  varied.  The  lowest  was  on  tho 
20th  April,  when  it  stood  at  £9,081,075;  ailer  that  it  gradually 
rose,  and  the  rate  oF  discoimt  fell  iu  summer  to  alKJUt  4^  to  4J, 
but  in  October  the  ballion  fell  very  considerably  again,  and 
discount  rose  to  7  and  8  per  cent.,  and  a  pressure  followed  of 
alxHit  the  same  severity  as  in  1855,  and  continued  with  very 
little  variation  to  the  end  of  the  year 

The  Orms  of  1857 

44,  The  crisis  we  have  just  been  conpideriug  was  the  in- 
evitable tK^rmination  of  a  multiplicity  of  denitigcments  of  the 
proper  course  of  commerce.  No  one  convensant  with  amimercial 
liiKtory  could  fail  to  fores^'e  that  the  cntaDglemeuls  of  so  large  a 
portion  of  the  [lultlic  with  railway  speculations,  and  the  losses 
causcil  by  the  failure  of  the  harvest  must  produce  a  crisis.  We 
Imve  seen  that  this  (U'isis  gave  a  fatal  blow  to  the  presti^fe  of  the 
Bank  Act  of  1844,  which  was  euacted  in  express  contradiction 
to  the  opinions  of  the  moat  experienced  anthorities  of  former 
timt'H,  whftni  it  profcHsed  to  follow.  Tliey  bad  always  protested 
aji^ain-Ht  imiiOHiog  a  numerical  limit  on  the  issues  of  the  Bunk. 
Tbe  exixTtenco  of  the  crima  of  1847,  amply  confirming  that  of 
17*J3,  17*J7,  and  1825,  shewed  that  such  restrictions  canuot  be 

I ^  in  the  paroxysm  of  a  great  crisis  withoat  endangering 

tl,  .ne  of  the  wliole  miiiis  of  commercial  credit 

'I'liu  crisis  wo  are  now  going  to  deacribo  was  of  a  very  different 
uatU]*Q.     It  biinit  upon  the  world  iu  the  most  unexpected  manner. 
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It  gave  no  premonitory  symptoras  which  were  apparent  to  any 
but  very  waUhful  mid  eTcpencuct'd  eyes;  and,  when  tt  did  come, 
it  revealed  a  depth  of  rottenness  in  the  commercial  world  which 
appalled  every  one,  aad  proved  to  be  of  much  severer  intensity 
than  that  of  1847 


46.  The  supporters  of  the  Act  wore  much  crestfallen  by  its 
failure  in  1847,  but  they  took  courage  again  after  the  Crimean 
Wiir.  The  Act  had  been  snbjected  to  the  test  of  a  great  com- 
mercial crisis  and  had  failed.  It  was  now  subjected  to  tlic  teat 
of  a  war,  and  many  of  its  opponents  predicted  that  it  would  fail 
again;  but  it  did  not.  Itg  efTecU  during  the  Crimean  war  were 
probably  salutary  ;  bat  the  war  did  not  proceed  to  such  a  Icncrth 
sm  to  test  its  powers  severely.  Peace  was  restored  before  the 
resources  of  the  countn^  were  in  any  manner  strained 

We  have  said  above  that  the  rate  of  discount  in  the  autnmn 
of  1856  was  7  and  8  per  cent.  It  was  gradoally  reduced,  and  on 
December  -ith  it  was  6^,  and  on  the  18th  6  per  cent.,  and  con- 
tinued so  till  the  autumn  of  1857 

These  rates  were,  of  course,  very  much  higher  than  the 
average  ones  of  former  time«,  and  they  were  one  ground  of 
accusation  brought  by  many  against  the  Act.  But,  in  truth, 
they  were  its  very  merit.  The  directoi-s  had  now  learnt  from 
experience,  and  it  was  these  very  variations  which  prescrv^ed  the 
rity  of  the  Bank 

In  August  nothing  seemed  amiss  to  the  public  eye.  **  Things 
were  then  pretty  stationary,"  said  the  Governor  of  the  Bank — 
*'  the  prospects  of  harvest  were  very  good ;  there  was  no  appre- 
hension that  commerce  at  that  time  was  otherwise  than  eound. 
There  were  certain  more  far-seeing  persons  who  couBidered  that 
the  great  stimulus  given  by  tlie  war  expenditure,  which  iiad 
created  a  very  large  consumption  of  goods  imported  from  the 
East  and  other  places,  must  now  occasion  some  collapse,  and 
Btill  more  those  who  observed  that  the  merchanta,  notwith- 
standing the  enhanced  prices  of  praduce,  were  nevertheless 
importing  m  they  had  done  snccesstully  in  the  previous  years. 
But  the  public  certainly  viewed  trade  as  sound,  and  were  little 
aware  that  a  crisis  of  any  sort  was  impending,  far  less  that  it  was 
80  near  at  hand  ^* 
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The  bullion  at  this  time  waa  £10,60G,000,  the  reserve 
£fi,29t),000,  and  the  minimum  rate  of  discoant  5^,  when  on 
the  1 7th  Aiij^iist  the  Baoli  entered  ioto  a  negotiation  with 
the  East  India  Company  to  send  one  million  in  specie  to  the 
East 

46.  Tliint,^s  were  in  this  state  when,  about  the  middle  of 
September,  news  came  of  a  gi-eat  depixiuiation  of  American  rail- 
road securities.  It  was  found  that  for  a  long  time  they  had  been 
carryiDg^  on  an  extravagant  system  of  management,  and  paying 
dividends  not  earned  by  the  traffic.  The  system  had  at  last 
collapsed,  and,  of  course,  an  enormous  depreciation  of  their  stock 
followed,  to  the  amount  of  nearly  20  per  cent.  It  was  supposed 
that  as  much  as  eighty  millions  of  this  stock  w*a8  held  in  England, 
and  that  the  effects  of  this  fall  would  \je  very  serious.  On  the 
i?  jLh  August  the  Ohio  Life  and  Trust  Company,  with  deposits  to 
the  amount  of  £1,200,01)0,  stopped  payment.  The  panic  spread 
throughout  the  Union.  Discount  rose  to  18  and  24  per  cent. 
On  the  17th  October  news  came  that  150  banks  in  Pennsylvania, 
Maryland,  Virginia,  and  Rhode  Island  had  stopped  payment. 
The  drain  was  then  beginning  to  be  severe  on  the  Bank  of 
England.  On  the  8th  the  bullion  was  £9,761,000,  the  reserve 
£4,031,000,  and  discount  waa  raised  to  fi  per  cent.  On  the  12th 
the  rate  at  Hamburg  was  7|,  and  bullion  was  flowing  towards 
New  York ;  discount  was  then  raised  to  7  per  cent.  Abont  this 
time  rnmours  strongly  affecting  the  Western  Bank  of  Scotland 
were  abroad.  On  the  19th  discount  was  raised  to  8  per  cent. 
The  commercial  disasters  were  increasing  in  America.  In  one 
week  the  Bank  of  France  lost  upwards  of  a  million  sterling.  Th© 
bullion  in  the  Bank  had  sunk  to  £8,9111,000,  and  the  reserve  tc 
£4,115,000.  Discount  was  raised  to  7^  in  Paris,  and  to  9  per 
cent,  at  Hamburg.  On  the  26th  a  deputation  from  the  Western 
Bank  of  Scotland  applied  for  assistance*  but  the  Bank  was  afmid 
to  undertake  so  enormous  a  concern.  The  Borough  Bank  of 
Liverpool  was  also  in  difficulties,  and  after  some  time  the  Bunk 
agreed  to  assist  them  to  tlic  amount  of  £l,ooo,000  on  condition 
of  their  winding  up.  But  the  arraugementa  fell  through  in 
consequence  of  the  Liverpool  Bank  closing  iU  doors  before  it  waa 
coutpleted 
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47.  Oq  the  13Lh  October  a  genenil  run  took  place  ou  the 
N'-  \  York  banks,  in  conseqnence  of  the  severe  measares  of 
r.  Miction  tliey  were  obliged  to  adopt  to  protect  tbemselvca. 
Eighteen  immediately  stopped,  aud  soon  afterwards,  out  of  63 
banks,  onlj  one  maintained  its  payments.  This  immediately 
reacted  on  Liverpool  and  Olns^^ow,  which  wei*©  much  involved 
with  American  firms.  By  the  IDth  October  the  faihire^s  began  to 
be  numerous  in  this  country.  Uneasiness  greatly  increased  in 
London.  On  the  28th  the  principal  disconnt  house  applied  to 
the  Bank  for  an  rissurauce  that  they  would  give  them  any  assist- 
ance they  might  require.  On  the  30th  an  expre^^s  came  for 
£5(»,0()0  (Bovereigns)  for  a  Scotcb  bank,  part  of  £170,000,  and 
£80,000  for  Ireland.  On  the  5th  November  discount  was  raised 
to  9  per  cent.  The  great  house  of  Dennistonn,  with  liahilitiea 
of  nearly  two  miMions?,  stopped  payment  on  the  7th,  and  the 
Western  Bank  of  Scotland  closed  its  doors  on  the  9th.  Failures 
in  Loudon  were  rapidly  on  the  increase.  Purchases  and  sales  of 
8took  were  enormous,  much  beyond  what  they  had  ever  been 
U'fore.  The  bullion  in  tlio  Bank  bad  sunk  to  £7,719,000,  and 
tlie  re3er\'e  to  £2,834,000.  On  the  9th  discount  was  raiaed  to 
10  per  cent.  On  the  10th  Novemlicr  a  large  disconnt  house 
applied  to  the  Bank  for  £400,000.  The  Bank  of  France  raised 
its  rates  to  8,  H,  and  10  per  cent,  for  one,  two,  and  three  months. 
Another  English  bunk  was  assisted.  The  City  of  Glasgow  Bank 
thf»u  stopped.  On  that  day  the  disconnts  at  the  Bank  were 
£1,126,000.  On  the  10th  and  11  th  upwards  of  one  million 
sterling  in  gold  was  sent  to  Scotland,  and  there  was  a  great 
demand  from  Ireland.  On  the  11  th  Sanderson  &  Co.,  the  g^reat 
bill  brokers,  stopped  payment  with  deposits  of  8i  millions.  On 
the  12th  the  discounts  at  the  Bank  were  £2,373,000.  Ou  the 
11th,  in  consequence  of  these  sudden  demands  for  Scotland  and 
Ireland,  the  builioti  was  rcdQc«d  to  £6,6<>6,UOO,  and  the  reserve 
to£l,4C2,000 


48.  As  the  failures  in  London  became  more  tremendon.<!, 
discounts  became  mon?  and  more  contracted.  The  stunning 
news  of  tiie  stoppaire  of  bo  many  hanks  cix-ated  a  banking  panic. 
Private  bunks  stopped  discounting  altogether.  The  only  source 
of  discount  was  the  Bank  of  England*     The  public,  however, 
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and  the  directors  know  that  the  precedent  of  1847  mnst  be 
followed,  and,  though  they  made  no  direct  application  to  the 
Government  for  tlie  suspension  of  the  Act,  they  laid  the  state 
of  the  Bank  continually  before  them,  and  continued  to  discount 
as  if  they  knew  the  Act  must  be  suspended.  At  last  private 
persons,  being  unable  to  obtain  discounts,  began  to  make  a  run 
for  their  balances.  When  universal  ruin  was  at  last  Impending, 
the  Government,  on  the  12th  November,  sent  a  letter  to  the 
Bank  to  say,  that  if  they  should  be  unable  to  meet  the  demands 
for  discounts  and  advancea  upon  approved  Becnrities,  without 
exceeding  the  hniita  of  their  circulation  prest-ribed  by  the  Act 
of  1844,  they  wrould  be  prepared  to  propose  to  Parliament  a  Bill 
of  Indemnity  for  any  excess  so  issued.  In  order,  however,  to 
prevent  the  temporary  relaxation  of  the  Act  from  lieiug  extended 
beyond  the  necessities  of  the  case,  the  rate  of  discount  was  not  to 
be  reduced  below  their  present  rate,  10  per  cent. 

49.  The  issue  of  this  letter  immediately  calmed  the  public 
excitement.  But,  on  the  evening  of  the  12th,  the  total  banking 
reserve  of  the  Bank  and  all  its  branches  was  reduced  to  £581,000. 
Truly,  said  the  Governor  of  the  Bank,  to  the  question  132, 
♦*  Supposing  the  letter  in  question  had  not  been  issued  on  that 
day,  would  the  Bank,  on  the  morning  of  the  13th,  have  been  in  a 
condition  to  continue  its  discounts? — No;  ceriainly  not 

"133.  Would  it  not  have  been  compelled  to  annonnce  it 
could  not  discount  any  more  commercial  paper? — ^Yea,  or 
nearly  so 

"  138.  Is  it  not  likely  that  the  announcement  of  the  cessation 
of  discounts  at  the  Bank  of  England  would  have  increased  the 
alarm  of  the  mercantile  public  in  London? — Materially 

**  189.  Would  not  an  increased  alarm  on  the  part  of  the  mer- 
cantile public  have  natumlly  led  to  an  increased  demand  \\\m\ 
the  liankers? — It  would  have  led  to  immediate  failures,  and 
would  so  far  have  lessened  the  quantity  of  bills  coming  for  dig* 
count  by  the  number  of  bills  which  were  iictuaily  rendered 
Duavailable 

**140.  Without  reference  to  bills,  do  you  not  think  it  likely 
that  there  would  have  been  increased  demands  upon  the  banken, 
which  would  have  compelled  them  to  withdraw  a  portion  of  their 
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deposits  from  the  Bank  of  EnglaBd  ? — I  think  certainly  that  in 
jmrt  there  woald  have  been" 

To  shew  the  state  the  Bank  was  reduced  to,  the  Governor 
gave  in  a  paper  to  the  Committee  with  the  folio  wing  figures, 
shewing  its  reserve  on  the  Uth  and  12th  November— 

On  Wednesday,  November  11th,  the  rest^rve  consisted  of— 


Notes  in  London 
„     at  Branches 

f*.        ... 

I  Reserve 
12th,  at 

•••         ... 
••1         ••• 

...         1  •» 

•••         •»» 

...         ... 

1  Reserve 

375,005 

582,705 

957,710 

408,449 

95,904 
£l,4(;iM53 
reserve  con- 
£ 

130,630 

358,208 
91,913 

Gold  coin  in  London    ... 
„       at  Branches  ,•, 

310,784 
97,665 

Silver  coin  in  London  ... 
„         at  Branches 

44,046 
51,948 

P                                     Tota 

On  Thursday,  November 
Bifttod  of— 

Notes  in  London 
,,     at  Branches 

ni^ht,   the 

£ 
68,085 
62,545 

Gold  coin  in  London    ... 
„       at  Branches ... 

Silver  coin  In  London  «.. 
^        at  Branches 

274,053 
8;3,255 

41,106 

50,807 

*  .• 

1                                     Tota 

£580,751 

That  is  to  say,  the  total  reserve  in  London  on  the  eveuinf^  of  the 
12th  was  £384,144.  Such  were  the  rcsonrces  of  the  Bank  of 
Eiiijlaud  to  commence  business  with  on  the  morning  of  the  13th  I 
Truly,  said  the  Governor,  it  must  have  entirely  ceased  discountiD*:^ 
which  would  have  brought  an  immediate  run  upon  it ;  and  the 
bankers*  balances  alone  were  £5,458,000.  It  is  easy  to  see  that 
the  Bank  could  nob  have  kept  its  doors  open  an  honr 
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60.  The  Gkyvernor  of  the  Bank  said  tliat  the  panic  of  1867 
was  not  80  great  as  that  of  1847,  but  the  real  commercial  pressure 
was  more  intense.  This  is  proved  by  the  fact,  that  while  in  the 
former  jear  the  issue  of  the  letter  immediately  allayed  the  panic, 
and  by  that  meana  stopped  the  demand  for  notes,  and  there  was 
only  required  an  issue  of  £iOO,OOQ  in  notes  to  surmount  all 
difficulties,  which  did  not  exceed  the  statutory  limits;  in  1857  the 
iESue  of  the  Government  letter  produced  no  cessation  of  the 
demand  lor  advances.  The  statutory  limit  was  £14,475,000  of 
notes  issued  on  securities,  and  there  were  issued  in  excess  of  these — 


£ 

£ 

Nov.  13 

...  180,000 

Nov.  23  ... 

307,000 

.,  14 

...  622,000 

„  24  .  , 

817,000 

„  16 

...  8fiO,000 

„  25 

.  81,000 

„  17 

...  SaG.OOO 

„  2« 

.  243,000 

„  18 

...  852,000 

.,  27 

842,000 

M  19 

.,.  896,000 

„  2,s 

184,000 

„  20 

,..  d28,0U0 

„  30 

15,000 

„  21 

...  617,000 

On  the  meeting  of  Parliament  an  Act  was  passed  permitting 
a  temporary  suspension  of  the  Bank  Act  till  February  1st,  1858, 
provided  the  directors  did  not  reduce  their  discount  IxjIow  10  per 
cent.  On  the  24th  December  they  reduced  it  to  8  per  oeat*, 
thereby  reviving  the  operation  of  the  Act 

In  1858  the  inevitable  consequence  followed  from  the  great 
cmah  of  1857.  The  enormous  ma«8  of  false  tnidiug  being  cleared 
away  money  naturally  flowed  into  the  Bank,  and  the  quantity  of 
bullion  gradually  and  steadily  increased  up  to  the  end  of  the  year. 
The  Bank  now  learnt  to  adopt  much  higher  rates  of  discount  tlian 
formerly.  In  1847  it  kept  the  rate  at  5  i^er  cent,  while  the 
bullion  was  under  £10,000,000:  in  1858  the  rate  of  5  per  cent 
was  maintained  till  the  bullion  exceeded  £15,000,000 — ^a  great 
advance  in  sound  principle 

51.  In  our  Dictionary  of  Political  Econoniij,  Art.  Banking  in 
England,  §  254,  publislied  not  long  after  this  great  crisis,  we 
said — ''This  year  (1858)  passed  away  in  great  tranquility,  iktsoub 
not  yet  having  forgotten  the  losaon  of  1857.     But  we  cwnnofc 
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donbiy  judging  from  all  former  oxperience,  that  au  uneasy  spirit 
will  800U  be  abroad  again  ;  we  cannot  doubt  that  fcbe  brood  of 
gpeculators  are  now  anxiously  casting  about  to  Bee  if  tbey  can 
plant  the  seeds  of  the  next  crisis,  and  it  is  the  duty  of  those  who 
are  now  at  the  head  of  monetary  affairs  to  be  on  the  watch  to 
coonterac.  all  such  attempts  as  they  can  detect ;  and,  in  the 
meantime,  the  most  interesting  question  at  the  present  time,  in  a 
banking  point  of  view,  is — What  is  to  be  the  next  mania  ?" 
Time  has  given  an  answer  to  this  question.  There  is  nothing 
>oial  to  arrest  our  "attention  during  the  next  few  years.  The 
rates  of  discount  continued  generally  moderate  through  1859  and 
1860.  In  February,  ISfil,  it  rose  for  a  short  time  to  8  per  cent, 
but  soon  subsided  again.  The  unhappy  civil  war  in  America  then 
being  imminent,  created  natural  apprehension  as  to  onr  cotton 
floppliea,  and  most  persons  could  foreEee  that  this  would  lead  to 
monetary  complications.  These,  however,  were  for  the  future. 
Through  1861  and  1862  the  Money  Market  was,  genenilly  speaking, 
extremely  easy,  the  issue  of  paper  money  by  both  the  beiligurent 
Governments  having  the  inevitable  etFect  of  driving  bullion  over 
to  this  country  ;  consequently  trade  flourished  amazingly,  and  the 
price  of  money  was  very  easy 

62.    And  so  things  went  on  till  October,  18C3.  when  everyone 
began  to  foresee  a  distnrbanoe  in  the  Money  Market.     In  the 

[rst  place,  the  rapid  rise  in  the  price  of  cotton,  from  the  failure 
of  the  supply  from  the  Southern  States  of  America,  forced  up  the 
price  to  a  great  height.  The  world  had  to  be  searched  to  produce 
the  supply.     Immense  quantities  came  from  the  East  Indies, 

>m  Egypt,  and  from  the  Brazils,  besides  otlier  qnarters.    This 

ist  trade  being  suddenly  created,  had  to  be  paid  for  in  cash,  ua 
"we  have  explained  in  the  cliapter  on  Exchanges.  Consequently  a 
great  drain  of  silver  began  towards  the  East,  which  was  obtaiued 
(Vom  Paris  and  Hamburg,  the  great  marts  for  silver  as  London 
is  for  gold.  The  Italian  Government,  too,  contracted  a  loan  at 
this  period 

The  law  of  limited  liability  began  to  operate  at  the  same  time, 

id  the  number  of  new  companies  Ix-f  og  formed  under  it  inspired 
meaainess.  The  Bank  of  France  lost  great  quantities  of  8f>ecie. 
The  Bank  of  England  raised  its  rate  twice  in  one  week,  from  5  to 
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6,  and  then  to  7.  The  Bank  of  France  also  raised  its  rate  to  7, 
and  spoke  of  issuing  50  franc  notes ;  on  the  2nd  of  December  the 
Bank  raised  its  rate  to  7,  and  on  the  8rd  to  8.  At  the  same  time 
a  great  fall  took  place  in  the  Russian  Exchange,  in  consequence 
of  certain  Government  measures  not  having  succeeded.  In  con- 
sequence of  these  circumstances,  the  reserves  of  the  Bank  were 
considerably  strengthened  after  a  short  time.  But  in  January, 
1864,  a  fresh  export  of  specie  began  and  continued  with  great 
severity  till  the  middle  or  end  of  May,  so  that  discount  varied 
from  8  to  7,  and  6,  and  again  up  to  9.  In  May  the  Bank  again 
raised  its  rate  twice  in  one  week  to  9.  With  a  few  fluctuations 
this  great  pressure  continued  all  through  the  summer.  Having 
fallen  to  6  per  cent. /in  June,  it  gradually  rose  again  to  9  in 
September.   After  that  it  gradually  fell  to  3  per  cent,  in  June,  1865 

63.  Already  in  March,  1864,  the  numbers  of  new  companies 
formed  under  the  limited  liability  principle  gave  great  uneasiness. 
Up  to  that  time  it  appeared  there  were  263  companies  formed 
with  a  nominal  capital  of  £78,135,000,  out  of  which  27  were 
banks,  and  14  discount  companies.  In  August,  1864,  the  long- 
dated acceptances  of  the  new  financial  companies  began  to  press 
on  the  market,  and  lay  the  foundations  of  the  crisis  of  1866.  In 
April  the  Bank  of  England  joined  the  Clear  id  g  House,  thereby 
still  further  economising  the  use  of  Bank  notes 

On  the  8th  of  September  the  Bank  raised  its  rate  to  9  per 
cent.,  and  this  measure  stopped  the  foreign  drain,  lowered  the 
price  of  foreign  commodities,  and  strengthened  their  reserves. 
The  price  of  cotton  was  greatly  lowered  owing  to  the  expected 
peace  in  America,  and  this  rise  in  the  rate  of  discount,  striking  on 
a  falling  market,  produced  an  immense  curtailment  of  business  in 
all  directions 

The  Great  Crisis  of  May,  1866 

64.  On  the  20th  June,  1865,  the  rate  of  discount  reached 
its  minimum,  8  per  cent.  On  the  5th  August  it  was  raised  to  4, 
and  then  gradually  and  continuously,  with  very  slight  fluctuations, 
till  it  culminated  in  the  crisis  of  May,  1866 

In  November  a  strong  foreign  drain  began,  the  exchange  fell 
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and,  this  growing  stron^jui  in  Jauinuy,  1866,  the  Bank  raised  its 
rate  on  the  6th  to  8*  This  had  some  effect  in  arresting  the  drain, 
but  it  did  not  bring  in  fresh  supplies  from  abroad.  At  this 
period  the  Nutional  Provincial  Bank  bey^an  to  bank  in  London, 
and,  in  consequence,  were  obliged  by  law  to  give  np  their  issues, 
which  amounted  to  £442,371.  Several  other  banks  liaving  ceased 
to  issue,  since  the  Bank  of  England  had  been  last  autfiorised  to 
increase  iU  issues,  it  was  now  permitted  to  iocreaae  its  issues  on 
Becuritiejs  to  £15,000,000.  The  high  rate  of  interest  here  caused 
a  good  deal  of  foreign  money  to  be  invested  in  long-dated  bills 

Towards  the  end  of  January  the  ditliculties  began,  which 
brought  on  the  panic  in  May.  In  consequence  of  there  having 
been  no  Parliamentary  inquiry,  as  might  have  been  exficeted,  the 
circumstances  of  this  panic  have  never  been  fully  explained.  But 
it  may  be  stated  generally  that  these  Finance  and  Discount  Com- 
panies !iad  advanced  enormous  sums  of  money  to  promote  great 
enterprises,  such  s^  railways,  and  other  schemes,  which  could 
never  repay  their  cost  until  completed,  which  might  take  years  to 
do.  The  fii-st  company  that  went  was  the  Joint  Stock  Discount 
Company  in  February.  This  spread  a  general  feeling  of  alarm, 
as  the  doings  of  this  Company  were  merely  a  type  of  a  large 
amount  of  business  which  was  known  to  have  been  engaged  in 
by  numerous  other  companies.  In  March  Barned's  Bank  at 
Liverpool  stopped  jmyment,  with  liabilities  of  upwards  of  8^ 
millions.  Severn]  great  railway  contractors  Ba8[>ended,  involving 
in  discredit  the  companies  with  whom  they  were  known  to  have 
"financed" 


M#  On  the  3rd  of  May  the  Bank  raised  its  discount  to 
7  per  cent.  Every  one  now  felt  that  the  long-dreaded  crisis  was 
at  last  come.  The  air  was  thick  with  rumours.  Every  one  knew 
now  that  it  was  merely  a  qucrtion  of  weeks,  perhaps  of  days, 
when  the  storm  should  burst  On  the  8th  of  Jlay  the  Bank 
raised  its  discount  to  8  per  ceut.  The  advocat^is  of  the  Bank  Act, 
in  their  usual  strain,  proclaimed  that  on  no  account  whatever 
must  the  Act  be  suspended.  Buch  a  thing  was  not  to  be  thought 
of.  Credit  was  then  tottering  and  received  a  blow  from  the  report 
of  a  speech  of  the  Emperor  Napoleon  IIL,  said  to  have  been 
addn^sscd  by  him  to  a  meeting  at  Auxcne,  in  which  he  expressed 
VOL,  U.  O 
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his  detestatloa  of  the  treaties  of  1815.  This,  in  the  fcveriah 
political  state  of  the  Contioeat,  was  held  to  mean  that  be  was 
determined  on  war 

It  is  possible  that  this  excitement  might  have  passed  off,  as 
tho  Bank  had  a  fair  reserve  in  the  hanking  department,  and 
abundance  of  bnUIon  in  the  issue  depurtment.  On  the  9th  of 
May  the  Bank  raised  the  rate  of  disconnt  to  9  per  cent.  On 
this  day,  however,  occurred  the  event  which  it  is  probable  pro- 
duced the  great  panic*  The  Mid-Wjiles  Railway  Company  had 
accepted  bills  of  exchange  to  the  amount  of  £60,000,  which  were 
held  by  three  parties — Bateman;  Overend,  Gurney&Co. ;  and 
the  National  Discount  Company,  The  Company  had  dishonoured 
the  bills,  and  actions  had  been  brought  against  them  by  the  three 
parties  above  named.  As  ill  fortmie  would  have  it,  judgment  in 
these  actions  was  delivered  on  the  Vih.  of  May,  in  the  rcry  height 
of  the  excitement.  The  Court  of  Common  Pleas  held  unani- 
mously that  the  Railway  Com[)any  had  no  authority  whatever  to 
accept  such  bilk,  and  consequently  tliat  they  were  absolutely  in- 
valid, and  so  ranch  waste  paper.  For  some  time  back  it  was 
known  tliat  Overend,  Guruey  &  Co.  were  very  deetp  in  with  con- 
tractors and  other  parties;  moreover  they  held  foi'ged  bills  to  a 
br^^e  amount  of  another  firm.  Their  shares  had  been  pressed  on 
tlie  market,  and  were  going  down.  This  fall  in  their  shares  pro- 
duced a  steady  withdrawal  of  theii  deposits.  The  judgment  in 
the  case  of  the  Mid- Wales  Railway  converted  this  into  a  complete 
run;  and,  on  the  afternoon  of  TiiMtsduy,  May  10th,  the  terrible 
news  spread  through  London  that  the  great  establishment  of 
Overend,  Gurney  &  Co.  had  stopped  payment,  with  liabiUtics 
exceeding  £10,000,000 — the  mosi  stu[>endous  failure  timt  had 
ever  taken  place  in  the  City.  This  news  only  spread  alH>ut  after 
banking  hours,  but  every  one  conld  foresee  what  the  effects  would 
be  next  morning.  The  Chancelliu*  of  the  Exchequer  said  next 
evening  in  the  House  that  the  iddest  inhabitants  of  the  City 
declared  that  the  excitement  was  withunt  a  parallel.  Early  in 
tlie  eyening  he  was  questioned  as  to  whether  Government  had 
authorised  the  Bank  to  i^sue  nott«  in  excess  of  the  legal  hmtt. 
The  Chancellor  replied  that  he  had  not  yet  done  so,  but,  that  he 
bad  received  a  deputation  from  the  private  bankers,  and  was 
expecting  one  fi'om  tlie  Joint  Stock  Bunks,  on  tlie  suUjtBCt.    Very 
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fiooa  afterwards  this  came,  and  the  Members  of  the  Cabinet, 
having  retired  to  a  committee  room  and  cotisultefl,  the  Chaacellor, 
Iter  in  the  evening,  annonnced,  amidst  the  loudest  cheers  from 
II  parts  of  the  Iloaae,  that  the  Government,  following  the 
precedents  of  1847  and  1857,  had  informed  the  Bank  that, 
if  they  Ihoutjht  pro{»er  to  make  advances  hejond  tlie  Umit,  the 
Government  would  bring  in  a  Bill  of  Indemnity,  lie  also  stated 
that  the  Bank  had  advantrd  £4,000,000  that  day 

66*  The  announcement  of  the  anspensioa  of  the  Bank 
Charter  Act  produced  the  best  eflects  next  morning.  The  Bank 
lathed  ila  rate  to  10  [H'V  cent.,  and  everything  calmed  down,  and 
though  BubEequently  to  this  some  othH'  stoppages  took  place,  yet 
the  knowledge  that  the  Bank  had  power  to  make  advances  on 
good  ceciirities  abated  the  panic.  On  the  18tli  of  May  the 
Chancellor  of  the  Exchequer  Mated  that  tlif  Bank  had  advanced 
£l2,225,0'jn  in  five  days.  The  sum  that  was  paid  away  during 
the  pwiic  can  probably  oever  be  known,  but  it  was  something 
perfectly  fabulous.  It  has  been  said,  though  of  coui^e  we  know 
not  on  what  authority,  that  one  great  bank  alono  paid  away 
£2,000,000  in  six  hours.  The  establishments  that  stopped  pay- 
ment were  as  follows,  with  their  liabiUties,  according  to  their 
lust  published  balance-sheet,  though,  of  course,  these  were  greatly 
diminished  during  the  panic — 

kerend,  Gurney  A  Co £1,500,000  . .      . .  £11,000.000 

Uiglitfb  Joint  Stock  Batik        ,.     ..  150,000  .,  £6,0^0  ..  not  stated. 

Orieutal  Commercial  Bank       ..     .*  875,000.,  49.500..          

Kcw  Zealand  Banking  Corporation..  60,000  ..  16,000  ..  I3ti  000 

Hallisl,  Ommannej  A  Co.. ..     ..  238,fJO0 

Im^ierial  Mercantile  Credit       ..     ..  500,000  ..      ..  not  atated. 

Commercial  Bank  of  India      ..     ..  1,00  J.OOO  ..  238302  . . 

XujojvcanBank 6U,JiK),.  31,3l>3..  2,112»838 

ibiiiBott,  Ceryton  dr  Co . .      , . 

rAlliance  Financial  Company    . .     . .  20.000  . ,  —     . ,          

Bank  ol  London 40n.f>fM)  . .  iJ02,a24  . .  ^.S'io.S?? 

Conioiiilated  Bank 600.000  ..  71.808  ..  3,817,0^9 

Agra  and  Masterman's      ..     ..     ..  l.SOO.OUJ  ..  500.000  ..  I5,5>t2,002 

Besides  the«e  stoppages,  several  other  banks  connected  with 
the  Eant  confessed  to  enormous  losses.  Tints,  the  Bank  of 
Hindostan,  China,  and  Japan  stated  itd  profits  at  £23,4^5,  and 
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its  loBseg  at  £87,790,  with  a  further  expected  loss  of  £70,000- 
the  Asiatic  Banking  Comptmy  stated  its  profits  at  ^Cl^lD-t,  imd 
its  losses  at  £142,000  ;  the  Buuk  of  Queenslntid  stated  it«  profits 
at  £10,873,  and  its  losses  at  £i2,07h  What  loesea  tho  other 
hanka  made  wc  of  course  have  no  means  of  knowing,  hut  the/ 
were  probably  heavy 

66.  Iq  the  great  crisis  of  1866,  the  Law  given  in  Chapter 
VIL,  §  37,  that  the  Rate  of  Discount  is  the  most  powerful 
method  of  controlling  the  Exchanges,  seemed  for  some  time  to 
be  at  fault.  From  the  beginning  of  that  year  the  difference  in 
the  Rates  at  Paris  and  London  was  constantly  2  per  oent.,  and 
gradually  increased  to  3,  4,  and  even  6  per  cent.;  and  while  the 
etonn  was  raging  in  England,  the  Bank  of  France  was  in  a  stale 
of  llie  greatest  serenity.  The  high  rates  in  England  were  totally 
unable  to  prevent  a  severe  foreign  drain,  and  the  Bank  of  France 
rapidly  gained  large  quantities  of  bullion,  while  discount  was 
only  4  per  cent.  This  remarkable  and,  indeed,  nn precede nt*.Hl 
phenomenon,  led  many  persons  to  question  the  truth  of  the  law: 
and  even  to  maintain  that  the  Rates  in  different  countries  ought 
to  be  quite  independent  of  each  other.  But  as  we  have  shewn  in 
that  Chapter,  the  Rate  of  Discount,  although  the  most  powerful,  is 
only  one  of  several  causes  which  inflnence  the  flow  of  bullion, 
which  may  at  any  time  act  in  the  same  or  in  contrary  directions. 
On  this  occasion  it  was  overpowered  for  a  short  j^fcriod  by  other 
causes.  The  principal  of  these  was  the  utter  discivdit  into  which 
England  had  fallen.  It  was  fully  expected  that  the  Bank  would 
stop  payment,  and  there  would  be  a  general  stoppage  of  the  other 
banks,  Lnvohing  the  mercantile  community  in  ruin.  The  high  rate 
of  discount  failed  to  attract  supplies,  because  it  was  feared  that  the 
whole  principal  would  be  lost.  Consequently  large  quantities  of 
long-dated  bills  on  Euglaud  were  hurried  over  here,  and  realised 
at  any  sacrifice,  and  the  proceeds  remitted  abroad.  But  as  8ot>u 
as  these  temporary  causes  had  ceased  to  act,  large  supplies  uf 
bullion  poured  in,  and  the  equilibrium  between  credit  and  bullion 
was  restored.  As  was  well  pointed  out  in  a  pamphlet  by  Mr. 
Fowler  at  the  time,  it  was  only  that  a  longer  period  than  waw 
usual  was  required  to  produce  the  required  effect  on  the  cxchtingea 
tluin  had  beeu  found  needful  in  other  crises 
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With  resfHict  to  the  Bnak  of  France  the  explanation  is  also 
easy.  There  was  no  commercial  crisis  in  Fnince,  but  strong 
expectations  of  war.  Consequently  mercantile  enterprise  was 
curbed,  and  specie  Qaturally  fiovved  into  the  Bunk  of  France. 
Also  in  anticipation  of  war  tlie  Government  of  Italy  suspended 
cash  payments  and  adopted  paper  money.  This  of  coui*se  neces- 
sarily drove  specie  out  of  the  country,  and  it  also  naturally  went 
to  the  Bank  of  France 

Thus  it  is  seen  how  necessary  it  is  to  have  a  knowledge  of  the 
circiira stances  at  any  period  to  understand  the  operation  of  the 
Laws  of  Economics 

Thus  we  sec  that  true  science  is  vindicated  by  experience,  and 
the  history  of  Bankings  since  18GG  has  amply  confirmed  the  truth 
of  thifl  principle,  which  was  first  demonstrated  in  the  First 
Edition  of  this  Work  in  1S5C,  and  since  then  has  made  its  way  to 
universal  acceptance  by  all  competent  persons.  The  Usnry  Laws 
in  France  were  moditicd  in  order  to  enable  the  Bunk  of  France  to 
adopt  it,  and  by  a  sedulous  attention  to  this  principle  the  Notes 
of  the  Bank  of  France,  which  were  for  several  years  inconvertible, 
circulated  exactly  at  par  with  s^iecie;  and,  in  fact,  every  bank  in 
the  world  is  now  managed  on  tliis  principle 

Having  brought  the  history  of  Banking  up  to  this  point,  we 
do  not  think  it  necessary  to  give  any  further  details  of  events 
since  then.  The  priinaiT  object  of  the  history  we  have  given  is 
to  e-strtblish  Principles.  We  have  given  an  exact  history  of 
the  different  doctrines  which  have  been  held  as  to  managring  the 
Bank  and  the  Paper  CuiTcucy,  until  at  last  scientific  i-easoning 
and  i)ractical  experience  have  equally  demonstrated  that  the  true 
method  of  controlling  credit  and  Paper  Currency  is  by  means  of 
the  Bate  of  Discount*  We  have  given  ample  details  of  the 
steps  by  which  this  great  doctrine  gradually  established  itself  in 
the  Banking  and  Mercantile  world.  To  pursue  the  subject 
further  would  not  bring  out  any  new  principles ;  it  would  only 
give  superfluous  illustrations  of  a  principle  which  is  now  as  firmly 
estAbliahed  among  all  competent  persons  as  the  Newtonian  Law 
of  Gravity  is  among  men  of  science :  and,  therefore,  prolonging 
an  account  would  only  occupy  spiice  without  any  good  object 
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CHAPTER    XIII 

UISTORICAL  SKETCH  OF  THE  RISE  AND  PROGRESS 
OF  BANKING  IN  SCOTLAND 

1.  The  Bank  of  Scotland  is  the  first  instance  in  the  world  of 
a  private  joint  stock  bank  formed  by  private  persons,  for  the 
express  purpose  of  making  a  trade  of  banking,  dependent  on 
their  own  private  capital,  and  wholly  unconnected  with  the 
State.  It  differed  in  kind  from  any  of  the  other  banks  existing 
at  that  time.  The  successful  institution  of  the  Bank  of  England 
led  to  a  project  being  formed  to  establish  a  Bank  in  Scotland. 
A  merchant  of  London,  Mr.  John  Holland,  was  the  author  of 
the  scheme,  and  he  got  eleven  Scotch  merchants  to  join  him. 
They  obtained  an  Act  of  the  Scotch  Parliament  on  the  17th 
July,  1C95,  authorising  the  Crown  to  grant  them  a  Charter  of 
Incorporation.  The  principle  provisions  of  this  Act  are  as 
follows  :* 

I.  The  joint  stock  was  to  be  £1,200,000  Scots,  or  £100,000 
sterling,  and  authorises  certain  persons  to  receive  subscriptions 
for  not  less  than  £1,000  Scots  (£83  6s,  8rf.),  nor  more  than 
£20,000  Scots  (£6,C6G  13«.  4rf.)  for  each  person,  with  a  deposit 
of  10  per  cent. 

II.  They  were  allowed  to  lend  on  real  or  personal  security,  at 
not  more  than  6  per  cent.;  and,  on  failure  of  payment,  to  sell  "or 
dispose  of  the  security  publicly 

III.  They  were  allowed  to  transfer  their  stock  freely,  or  by 
will 

IV.  No  dividend  fo  be  made,  but  by  consent  of  general 
meeting 

V.  The  joint  stock  to  be  free  from  all  taxes  affecting  money 
for  21  years  from  that  date 

Acts  of  the  rarliament  qf  Scotland^  tol.  ix.,  ji.  494. 
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VI.  It  was  de/ilured  to  be  illegal  for  anj  other  Company  Lu 
sot  np  banking  for  21  yeara 

VII.  Various  legal  privileges  were  granted  for  the  more 
^IK.*edy  and  cirectaal  recovery  of  debts  due  to  the  bank 

VIII.  Prohibits  any  sum  to  be  withdrawn  from  the  jaiut 
fituck 

IX.  Prohibits  tlie  Company,  direetly  or  indirectly,  from 
usin;j  or  employing  the  joint  stock  of  the  Bank,  or  any  of  its 
philits,  in  any  other  trade  or  commerce,  except  the  trade  of  lending 
and  borrowing  money  npon  interest,  and  negociating  bills  of 
exchange 

X  Prohibits  the  Company  from  purcbosing  land,  or  heritages, 
or  advancing  money  to  the  Government,  ujwn  the  anticipation  of 
nny  sums  to  be  ^'rant^^d  by  Parliament,  expect  only  those  par- 
ticular ones  upon  which  a  credit  of  loan  should  be  authorised  by 
Parliamenc,  under  tlte  [)onalty  of  forfeiting  triple  the  amount,  of 
Which  one-fifth  to  the  informer 

XI.  All  foreigners  who  subsciibed  to  the  joint  stock,  were 
ipso  Jittt^  naturalised  to  all  intents  and  purposes.  It  was  also 
provided  thai  two-thirds  of  the  stock  must  always  belong  to 
persons  reeiding  in  Scotlund.  The  Scotch  subscription  of  £800,000 
BcotF  (£G(t,G6(i)  was  Iwi^'un  in  November,  and  tilled  up  at  tlie  end 
ot  Deoruiber,  1C95.  The  English  subscription  of  £400,000  Scuts 
(£8:5,8.'*;-)  was  taken  np  in  one  duy  in  London,  a  great  |)art  by 
ScotchmotL  As  the  Scotch  at  that  time  were  supposed  to  know 
nothing  about  banking,  it  was  also  provided  that  for  a  certain 
tumbei  of  years  the  Goveruor  and  twelve  Directors  should  be 
English,  and  the  Deputy-Governor  and  twelve  Directors  should 
be  Scotch.  IIowcTcr,  it  was  soon  found  that  the  Scotch  were 
such  good  .nanager.*,  that  tliis  arangcmenfc  was  changed,  and  all 
the  Dlreclori  were  Siotch,  and  thirteen  trustees  were  chosen  to 
manage  the  English  business  and  affairs  in  London 


SJ^  No  sooner  was  the  Bank  fairly  established,  than,  in  1606, 
ibc  African  Compiuy  attempted  to  set  np  the  trade  of  banking,  in 
deOmu'e  of  the  Bank's  privilege.  This  was  the  celebrated  Darieu 
Cgmpany,  which  wus  orgunised  by  William  Patersou,  nho  wns 
one  of  the  fuunders  of  the  Bank  of  England.  Mr,  Hulhind  was 
Governor  of  the  Dank,  but  so  little  was  it  thought  of,  that  it  did 
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not  venture  to  viadicate  its  privileges  against  the  AfritJan  Company 
for  which  there  was  a  national  frenzy,  and  which  afterwards  ended 
so  sadly.  The  Bank  was  obliged  to  content  itself  by  streiigUieniag 
its  position  by  calling  up  two-tenths  of  its  capital 

The  African  Company  soon,  however,  burnt  its  fingers  with 
banking,  as,  in  order  to  rival  the  Bank,  they  advanced  their  Dotes 
with  great  imprudence  to  several  of  their  own  shareholders  and 
otliers,  and  snstuitied  great  lojises,  which  made  them  stop.  Tlie 
Bank  then  began  the  basinega  of  exchanges,  but,  finding  that 
they  could  not  compete  with  private  merchants,  gave  it  op.  In 
1C96,  they  of>ened  branches  at  Gla^^gow,  Aberdeen,  Dundee,  and 
l^foutrose;  but  not  finding  them  to  pay,  withdrew  them.  In  May, 
1698,  the  rivalry  of  the  African  Company  being  at  an  end,  the 
directors  repaid  the  two-tenths  of  capital  last  called  up,  as  being 
more  than  necessary  for  their  business 

3»  Tlie  Bank  at  first  reeeived  no  deposits  from  the  public  i 
its  business  consisted  in  circulating  its  own  notes  npnn  the  credit 
of  tiie  subscriptions  that  was  paid  in.  These  notes  were  for  £100, 
£50,  £20,  £10,  and  £5.  It  is  disputed  when  they  began  to  issue 
£1  notes,  for,  while  a  paniphkt  published  in  1728  on  their  k'half, 
says  that  they  began  to  issue  them  in  January,  1699- 17U0,  Mr. 
Kinncar,  a  director  of  the  Bunk,  stated  to  the  Committee  of  the 
Iloiise  of  Commons  that,  though  many  proposals  were  made  to 
them  to  circulate  ^'tickets"  or '^tokens"  of  £1  they  had  aUvays 
hesitated  to  adopt  bo  novel  an  experiment  till  170-i.  Which 
authority  is  right  we  have  no  moaDS  of  deciding.  In  1701  a 
great  fire  destroyed  the  Parlinment  Close,  in  which  the  Bank  was, 
but  tlie  cash  and  all  the  elTects  were  safely  removed  into  tlie 
Castle  by  the  Earl  of  Leven,  who  was  Governor  of  both 

In  December,  1704,  soon  after,  as  it  would  apfjcar  by  one 
account,  that  they  had  issued  £1  notes,  a  rumour  was  spread  all 
over  the  kingdom  that  the  Privy  Council  were  going  to  mise  the 
value  of  coin,  which  caused  a  run  Ufion  the  Bunk,  and  at  htBt  it 
was  obliged  to  stop  payment.  A  meeting  of  the  proprietors  wa« 
held,  who  declared  that  all  their  notes  should  bear  in!  11 

they  were  paid.    The  directors  also  reqiiestcd  the  Pr\\  ^  I 

to  aj»|M>int  a  Committee  to  examine  their  books.  They  reported 
that  the  Bunk  was  in  the  most  sound  and  flour itihing  conditinui 
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iind  their  notes  then  passed  without  depro^iatioii.  The  directors 
made  a  calf  ofone^t^'otli,  and  in  less  than  Hvc  montlis  paid  off  all 
their  notes  with  interest 

By  the  Act  of  Union  between  England  and  Scotland,  it  wns 
6ti|iiih»ted  that  tlie  coinage  of  Scotland  should  be  ifduced  to  uni- 
formity with  that  of  England,  and  the  loss  or  dteficiency  to  private 
individuals  made  good  oat  of  the  Equivalent  fund.  (Art>  XV.) 
The  Bank  assisted  this  operation  by  receiving  all  the  old  money 
find  giving  their  own  notes,  or  new  money,  in  retani,  receiving  a 
commission  of  half  per  cent.  This  was  sucessfally  accompliuhed 
without  any  disturbance 

It)  September,  1715,  the  rebellion  broke  out,  which  iramc- 
diatdj^  caused  a  run  upon  the  Bank,  the  dii-ectors  themselves 
urging  it  on,  that  the  money  might  not  fall  into  the  hands  of  the 
insurgents.  They  then  stopped,  retaining  all  the  money  belonging 
to  the  Crown,  which  was  al>out  £30,000,  which  they  lodged  iu  the 
Castle.  They  then  gave  notice  that  all  their  notes  should  bear 
interest*  as  had  been  done  iu  1 704.  In  May,  June  and  July,  1716, 
they  were  all  called  in  and  paid.  In  this  year  the  monopoly  of 
banking  granted  by  their  charter  expired,  and  no  steps  were 
taken  to  renew  it 

It  appears  that  np  to  this  time  the  profits  of  the  Bank  were 
enormous.  A  rival  pamphlet  states  that  the  dividend  wns  ^35,  40 
and  50  per  cent.,  and,  accordingly,  as  we  may  well  sup]  osc,  tlicsc 
profits  attracted  rivals.  A  cry  was  got  np  against  them,  that  they 
,Vere  too  niggardly  in  advancing  loans,  that  they  exacted  too  high 
'^interest,  and  that  the  concern  was  altogether  too  small 

4.  In  December,  1719,  proposals  were  made  to  them  to 
unrte  with  the  proprietors  of  the  Erpiivalent  fund,  to  the  amount 
of  £250,000,  so  as  to  increase  the  capital  to  £350,000,  and  shai^ 
the  annual  grant  of  £10,000  (being  four  per  cent,  on  the  amount) 
in  the  pnjportion  of  two-sevenths  and  five-sevenths.  But  as  the 
Bank  had  only  one-teuth  paid  up,  the  proprietors  of  the  Equivalent 
fuutl  were  to  draw  out  of  the  Bank,  as  might  be  agreed  upon, 
nine-tenths,  or  £2'20,O0O,  in  notes,  so  that  thei*  might  bo  a 
capital  of  £35,000  to  bauk  upon 

The  Bank  replied  that — 1«/,  They  had  no  power  by  their  Act 
to  amalgamate  with   the   Equivalent,  as  they  were  limited  to 
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£100,000  sterling ;  2^/^///,  That  they  would  not  unite  at  par  with 
tlie  Equivalent  at  four  perceut.,  wliile  tfieirown  stock  was  worth 
at  least  ten  per  cent.;  Srdhj,  That  tlie  stock  of  the  Buuk  was 
large  enough  for  the  country ;  and,  if  they  wanted  it  enlarged, 
they  could  do  it  themselves  by  calling^  on  their  proprietors.  They 
also  gave  other  calcuktions,  shewing  the  absurd  nature  of  the 
proposals 

No  sooner  were  the  advances  of  the  Equivalent  proprietors 
repulsed  than  another  set  of  pcreons  bej^an  another  roofjh  wooin!,% 
to  thrust  themselves  into  a  nnion  with  them.  The  Edinlwrfjh 
Socii'tij^  formed  on  a  pretended  plan  of  insuring,'  against  fire,  tried 
to  force  a  junction  with  them,  and  being  defeated  in  this,  they 
tried  to  get  up  a  run  upon  them.  They  got  together  £8,400 
of  their  notes,  and  spread  a  report  of  a  run.  This,  however, 
failed;  and  shortly  after  the  Bubble  Act  passed,  by  which  the 
Bocioty  found  that  thcj  were  an  illegal  company,  and  were  obliged 
to  dissolve  themselves.  The  London  Assurance  Company  then 
"  pjtjposed  "  to  them,  but  met  with  a  similar  refusal 

5.  At  the  time  of  the  Union  a  considerable  iinmbei  of 
pers<iii8,  both  civil  and  military,  were  civditors  of  the  State,  and 
the  Equivalent  sum  stipulated  in  the  Act  of  Union  v^ns  not 
Biiflirient  to  discharge  tlieir  claims.  In  1714  they  obtained  an 
Act  of  Parliament,  constituting  their  debts,  hut  no  Parh'amentary 
provision  was  made  to  pay  it  till  1719,  when  £10,000  was  eet 
apart  for  that  purpose,  to  be  paid  annually,  in  preference  to  all 
other  claims,  The  Act  of  1719  empowered  Hig  Majesty,  by 
letters  patent,  to  incorporate  the  proprietors  of  this  debt  into  a 
body  politic  and  corporate — a  Monte — with  powers  to  do  and 
perform  all  matters  appertaining  to  them  to  do,  touchiug  or  con- 
cerning the  said  capital  sum;  and  the  yearly  fund,  payable  in 
re?pect  thereof,  as  His  Majesty,  by  the  said  letters  patent,  should 
think  fit  to  grant.  In  pursuance  ol  this  Act.  the  proprietors, 
who  included  persons  in  all  ranks  of  the  State,  were  incorjwratcd 
in  1724  ;  and,  by  the  same  letters  patent  the  King  agreed  and 
covenanted  with  the  corporation  that  he  would,  from  time  to 
time,  grant  them  such  oLlicr  powui^s,  privileia-^  and  au(Ii{)rih<'>  as 
he  lawfully  might 
Thia  wuH  the  body  trt  peisoufc  whom  we  liuvc  vnu  uuenipt  Lu 
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force  theraBclves  on  the  Bank  of  Scotland.  "When  tliey  were 
repulsed  hy  tlmt  body,  they  determined  to  upply  to  the  King  to 
prant  them  powers  of  Bauking  in  Scotland,  in  pursuance  of 
ilia  a^^reemcut  to  prnut  them  any  powers  that  he  lawfully  might. 
They  iiccordinp:ly  petitioned  him  to  g^rant  them  powers  to  bank 
in  Scotland,  limited  to  such  of  the  company  as  should  on  or 
l>efore  MiehnelmaB,  1727^  snbject  their  stock  t<>  the  trade  of 
banking.  Tiiis  petition  came  to  the  knowledge  of  the  Bank  in 
172G,  and,  of  course^  they  did  evcr)thiriu:  they  could  to  oppose  it. 
A  cry  was  got  up  tigainst  them  that  they  were  hostile  to  the 
IIousc  of  Hanover — that  they  charj^ed  too  high  interest  for  tlieir 
loans — that  they  were  too  particular  in  the  securities  they 
required — that  they  would  not  lend  on  tlicir  own  stock,  and 
other  things.  To  all  these  various  charges,  they,  or  a  friend  for 
them,  elaborately  replied,  and  they  said  that  snch  a  thing  as  two 
banks  in  one  country  was  never  heard  of— that  if  Scotland  had 
two  Enjrland  should  have  ten.  By  this  time  they  had  called  np 
JJ-lOtha  of  their  stock,  or  £SO.O0O,  and  they  alleged  that  that 
was  sufficient  to  circulate  all  the  credit  that  could  be  requireil 
in  Scotlnnd.  They  had  some  sound  views  on  the  subject — **For 
the  quota  of  credit  in  a  biinkiuj:  company  inui^t  be  proporthncd 
fo  fhff  Rhrk  of  Fpme  in  the  unlion^  learued  and  understood  by 
long  ei]>erienc€,  and  not  extended  to  a  capital  stock  subecrilKsd 
for,  which  cannot  in  the  least  help  to  support  the  company's 
CJt^dit  if  the  specie  of  the  nation  decay" 

The  call  that  had  been  nuuk*  was  partly  paid  up  in  the  Bank's 
own  notes,  just  as  we  fl)all  see  that  the  subscription  to  the  new 
stock  of  the  Bank  of  Eugland  was  partly  paid  in  its  own  de- 
preciated notes.  An  outcry  was  made  about  tliis,  but  it  was 
well  answered — "  But  the  objectors  do  not  at  all  consider  this 
point.  For  the  payments  are  many  of  them  made  in  specie,  and 
imnk  notes  are  juBtly  reckoned  the  same  as  specie  when  paid  in 
on  a  call  of  stock,  bccausi',  when  paid  in,  it  lessens  the  demand 
o\  thn  Bank,**  He  also  says^ — **A  certain  stock  of  specie  cir- 
culating in  the  country  is  needful  for  currency  of  payments  in 
markets,  and  nraongst  the  meaner  sort  of  jTcople,  bearing  n  due 
propyortion  to  what  is  running?  on  paper  credit  upon  the  faith  of 
the  Banking  Company,"  Excellent  doctrines,  in  strict  accordance 
with  the  principles  which  made  the  Parliament  of  Scotland  reject 
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the  plausible  and  delusive  scbemes  of  Dr.  Cliamberleu  and  John 
Law,  for  issuing  pnper  based  upon  laud 

NotwitbsUnding  the  opposition  of  the  Bank  of  Scotland,  the 
charter,  with  powera  of  bankings  was  granted  to  the  Equivalent 
Company  on  the  Slat  May,  1727.  The  King's  death  on  the  lltU 
June  1^)1  lowing  delayed  it  for  a  short  time,  bat  it  was  scaled  on 
the  8th  July.  The  Company  took  the  name  of  Ihc  Eoyal 
Bank  and  commenced  business  on  the  8th  December,  1727, 
wiMi  a  capital  stock  of  £151,000 

Gritiitiag  that  all  the  charges  against  the  old  bank  were  futile 
and  groundless,  we  may  well  rejoice  that  the  monopoly  of  the 
Bank  of  Scotland  was  not  permitted  to  subsist.  A  writer,  who 
professes  to  be  indei^endent  of  either  bank,  touched  the  right 
IK^int  in  reply  to  the  statement  put  forth  on  behalf  of  the  old 
bank — "The  power  of  monopolies  is,  I  believe,  an  exploded 
doctrine.  .  •  .  Did  ever  any  nation  make  an  exclosi  re  bank 
perpetual,  or  for  longer  than  twenty-one  years?  Or  if  such  an 
instance  can  be  given,  was  the  measure  right  ?  «  .  .  If  the 
old  bank  should  reply — "We  are  in  possession,  what  have  we  done 
to  deserve  to  have  our  possession  disturbed  ?  The  answer  n|K>n 
that  abstract  question  is  plain  by  auother  question — WAat  hwB 
tvf!^  the  otfuT  iuhjrd»f  done  to  he  secluded?  or  hy  trhal  law  are  im 
trrhuied  from  the  advantages  you  enjoy?"  Tlie  writer  then  says, 
after  compariug  the  rival  companies — '*The  obvious  reflection 
which  arises  from  comparing  these  two  is,  that  tliese  candid  and 
full'  dealers  have  also  dealt  profitably  for  themselves  (as  it  is  but 
roiifionablc  that  they  should),  they  have  taken  very  good  payment 
for  all  the  services  they  have  done  to  the  nation,  and  what  tiiU 
tfu^y,  or  any  olhfr  ut  of  men,  have  to  an  hereditary  or  indefeasible 
monopoly  of  banhhtg  is  hard  to  understand.  ...  As  ready  as 
onr  Parliametit  was  at  the  Union  to  ac^mmodate  petitioners, 
a  perpetual  monopoly  of  banking  was  a  thing  so  manifestly 
pernicious,  that  fw  private  men  could  have  (hi  assurance  to  aim  at 
it,  far  less  could  any  ParUament  he  so  unthinking  as  to  grant  il,*' 
On  the  south  of  the  Tweed  there  was  found  a  Parliament  80 
unthinking  as  to  grant  a  monopoly  of  banking  to  a  single  com- 
pany for  upwards  of  180  years,  and  the  consequences  fully 
justified  tlie  opinions  of  the  sagacious  Scot 

The  diaxtors  of  the  company  were  aulhorised  U)  make  calk 
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upoii  the  proprietors,  to  the  amount  of  one^half  of  their  atock, 
but  there  were  no  means  given  of  enforcing  the  calls  beyond 
retaining  the  accruing  dividends  until  the  c^Il  was  satisfied. 
They  got,  however^  grtut  assistance  by  having  £20,000  deposited 
with  thera  by  the  Crown.  This  was  sent  down  by  the  Govern- 
ment to  be  placed  out  at  interest,  to  assist  the  fisheries  and 
mann  facta  res,  and  several  of  the  directors  of  the  Royal  Bank, 
being  among  thb  trustees  for  managing  the  fuod  voted  that  it 
should  be  placed  in  their  own  bank.  Theii  eliartor  also  granted 
them  unlimited  powers  of  issue.  The  alarm  and  jealousy  created 
by  the  establishment  of  a  new  bank  happily  soon  wore  off,  as  it 
was  discovered  that,  so  far  from  injuring  it,  the  inevitable  consc- 
qaenoe  followed  that  enlarged  experience  in  commerce  would 
enable  us  to  predict;  it  increased  the  prosperity  of  bath  of  them, 
80  that  the  stock  of  the  Bank  of  Scotland  rose  to  400  per  cent.^ 
and  that  of  the  Royal  Bank  also  very  high 

The  Rojal  Bunk  had  l>een  in  existence  only  two  years,  when 
it  invented  a  further  develupmeiit  of  the  system  of  bankinc^, 
which,  by  the  unanimous  testimony  vi  all  persons  who  know  that 
country,  has  done  more  to  develope  its  resources,  and  promote 
its  agricultural  and  commercial  prosperity  than  any  other  canto 
whatever.  Tliis  is  the  system  of  Cash  Crediist  or  Cash  Accounts, 
This  system  deserves  the  most  attentive  consideration,  because  it 
is  entirely  of  the  nature  of  Accommoilutmi  Paper^  which  has 
fallen  into  such  disrepute  in  England,  from  the  enormous  abuse  of 
it  that  has  taken  place*  We  have  already,  in  Chapter  VI.,  given 
an  account  of  Cash  Credits,  In  1731,  the  Bank  of  Scotland  tried 
again  to  establish  brauches  at  Glasgow,  Aberdeen,  and  Dundee, 
but»  aft^r  a  trial  of  two  years,  was  ohliged  to  discontinue  them, 
and  the  plan  was  not  tried  again  till  1774 

6*  The  unlimited  power  of  issuing  "promises  to  pay,"  placed 
in  the  hands  of  two  hostile  parties,  must  naturally  have  led  to 
great  over-issues,  before  they  acquired  sufficient  experience.  To 
protect  themselves  from  the  consequences  of  these  over-issues,  iis 
well  aa  from  the  attacks  of  each  other,  the  Bank  of  Scotland  in 
1780  introduced  a  clause  into  their  notes  making  them  payable,  at 
the  option  of  the  directors  of  the  Bank,  at  the  end  of  six  montl.s, 
with  a  sum  equal  to  the  legal  interest  from  the  time  of  demand  to 
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that  time.  This  practice  was  adopted  by  all  the  other  banking 
companies,  for  the  mauifest  advautagcfl  of  banking  were  so 
Btrikiugly  disphiyed,  that  after  the  expiry  of  the  monop<>ly  of  the 
Bank  of  Scotland,  banking  companies  started  up  in  all  dircetions, 
and  inundated  the  country  with  notes.  When  the  holders  of  the 
notes  demanded  payment  for  them,  tlie  directors  of  the  companies 
threatened  that  they  would  take  advantage  of  the  optional  clause, 
unless  the  dcmauders  would  content  theraselres  with  a  part  of 
wliat  they  wanted*  Moreover,  as  there  was  no  restraint  upon  tho 
amount  of  tbeir  notes,  many  of  the  companies  issued  notes  for 
10*.,  5«.,  and  even  lower  than  that.  In  Perthshire  there  were 
notes  for  Is.  and  even  for  hi.,  and  the  Perth  Banking  Company 
was  founded  partly  to  put  an  end  to  this  nuisance.  The  in- 
evitable consequence  followed ;  these  paper  notes  drove  all  the 
gold  and  silver  out  of  the  country,  and  the  exchange  with  London 
fell.    Adam  Smith  suys — "While  the  exchange  between  Loudon 


and  Carlisle  was  at 


par, 


tlmt   between  Loudon  and  Dum fries 


would  sometimes  be  4  per  cent,  against  Dumfries,  though  this 
town  is  not  thirty  miles  distance  from  Carlisle.  But  at  Carlisle 
bills  were  paid  in  gold  and  silver,  wlicreas  at  Dumfries  they  wero 
paid  in  Scotch  bank  notes,  and  the  uncertainty  of  getting  those 
bank  notes  exchanged  for  gold  and  silver  coin  had  thus  degnwied 
them  4  per  cent,  below  the  value  of  that  coin/*  And  ihis  was  at 
the  time  when,  owing  to  the  degraded  state  of  tlie  English  coin, 
tlie  foreign  exchanges  were  advei^se  to  England,  uud  the  market 
price  of  gold  was  £4  per  ounce,  so  that  the  whole  depreciation  of 
the  note  was  about  0^  per  cent.  Thus  we  see  at  tliis  time,  w1ica 
the  Scotch  bank  notes  were  at  a  discount,  they  were,  in  fact, 
inconveriibU^  or  only  payable  six  montlis  after  demand,  a  circnni- 
stanoe  of  great  importance,  and  one  which  must  be  especially 
observed,  as  this  was  one  of  the  instances  aUttded  to  by  Sir 
lloliert  Peel  in  introducing  his  Bank  Act  of  1844 

The  manifest  consequence  followed.  All  the  gold  left  the 
oonntry,  as  it  always  does  from  the  excessive  paper  issues,  and  I  he 
banks  were  all  obliged  to  employ  agents  in  London  coufilantly 
collecting  money  for  them,  at  an  expense  of  seldom  less  than 
one-and-a-lialf  to  two  per  cent,  Ad:tm  Smith  says — "This  money 
was  sent  down  by  the  waggon,  and  insured  by  the  carriers  at  an 
additional  expense  of  three-qunrtctrs  per  cent.,  or  15«.  on  tbo 
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£100*  Those  agents  were  not  always  able  to  replenish  the  ooffere 
of  their  employers  so  fast  as  they  were  emptied.  In  this  case  the 
ixaource  of  the  banks  was  to  draw  upon  their  correspondents  in 
London  bills  of  exchange  to  the  extent  of  the  sum  they  vvant4>d. 
When  those  coi respondents  afterwards  drew  upon  them  for  the 
paynieut  of  this  siirn,  together  with  the  interest  and  commission, 
some  of  those  banks,  from  the  distress  into  which  their  excessive 
circulation  had  thrown  them,  had  sometimes  no  other  means  of 
satisfying  this  dranght  but  by  drawing  a  second  set  of  bills  either 
upon  the  same  or  upon  some  other  correspondents  in  London,  and 
the  same  sum,  or  rather  bills  for  the  same  sum,  would  in  this 
manner  make  more  than  two  or  three  journeys,  the  debtor  bank 
always  paying  the  interest  and  commission  upon  the  whole 
accumulated  sum.  Even  those  Scotch  banks  which  never  distin- 
guished themselves  by  their  extreme  imprudence,  were  sometimes 
obliged  to  employ  this  niinuus  resource 

**  The  gold  coin  which  was  paid  out  cither  by  the  Bank  of 
England  or  by  the  Scotch  banks,  in  exchange  for  that  part  of 
their  paper  which  was  over  and  above  what  could  be  employed  tn 
the  circulation  of  the  country,  being  likewise  over  and  above 
what  conid  be  employed  in  that  circulationj  was  sometimes  sent 
abroad  in  the  shape  of  coin,  sometimes  melted  down  and  sent 
abroad  in  the  shape  of  buUittn,  and  sometimes  melted  down  and 
sold  to  the  Bank  of  England,  at  the  high  price  of  £4  an  ounce. 
It  was  the  newest,  the  heaviest,  and  the  best  pieces  only,  which 
were  carefully  picked  out  of  the  old  coin,  and  either  sent  abroad 
or  melted  down  at  home,  and  while  they  remained  in  the  shape 
of  coin,  those  heavy  pieces  were  of  no  more  value  than  the  light, 
but  they  were  of  more  value  abroad,  or  when  melted  down  into 
bullion  at  home.''  This  passage  well  illustrates  the  quotation  wo 
have  given  from  Aristophanes,  and  is  admirably  illustrated  by 
what  took  place  in  France  during  the  existence  of  the  Assignata, 
and  in  England  during  the  suspension  of  cash  paymenta 

At  this  period  the  Scotch  banks  had  got  themselves  into  a 
wry  alarming  position,  from  their  ignorance  of  the  true  principles 
of  regulating  a  paper  currency,  as  well  as  of  the  effect  of  an 
excessive  issue  of  paper  in  depressing  the  exchanges,  and  causing 
an  export  of  gold»  and  not  perceiving  that,  while  in  this  stale, 
briogiug  guld  into  the  country  was  like  pouring  water  into  a 
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eieve,  or  like  the  toil  of  the  Danaides.  Thej  had  been  far  too 
prodigal  in  granting  casli  credits,  and  allowing  them  to  be  con- 
vertt'd  into  dead  loans,  without  observing  the  rules  that  were 
specially  npplieable  to  them.  And  everything  seemed  to  show 
that  matters  would  get  worac,  aa  the  annihilation  of  the  last 
Jacobite  relK'lJion  in  174C  had  freed  the  country  for  ever  from 
the  fear  of  internal  distiiibancee,  and  numerous  other  companies 
were  forming  to  add  to  the  currency,  which  was  already  snper- 
Bbundaiit. 

United  in  a  common  danger,  the  two  principal  banks  agreed 
to  combine  theii  influence,  and  obtain  an  Act  to  remedy  this,  and 
the  Statute  17(],'),  c.  49,  was  passed,  suppressing  all  notes  under 
20s,  and  proliifjiting  those  to  be  issued  with  tho  optional  clause, 
and  enacting  that  all  such  notes  should  be  payable  to  the  bearer 
on  demand.  The  banks  also  curtailed  their  cash  credits  very 
extensively,  and  called  up  fresh  ca[.ital.  Owing  to  these  com- 
bined measures,  silver  immediately  returned  into  eirculutiou,  the 
value  of  the  iScutch  curreuey  was  restoRnl  to  par,  and  from  that 
time  to  the  present,  although  the  issue  of  bank  notci*  was  abso- 
lutely free  until  1845,  the  Scotch  currency  has  never  varied 
from  par 

7,  The  Bank  of  Scotland  and  the  Bojal  Bank  continued  to 
bo  the  only  ehaiiercd  banks  till  1746,  when  the  British  Linen 
Company  was  incorporated,  for  the  purpose  of  carrying  oa  the 
linen  manufacture,  and  banking  in  connection  with  it.  This 
Company  soon  found  it  expedient  to  discontinue  the  linen  part  uf 
their  business  and  confine  themselves  to  banking,  and  it  has  since 
become  one  of  the  most  powerful  and  wealthy  of  the  Scotch 
banks,  but  it  did  not  introduce  any  new  feature  into  Scotch 
baukin*; 

This  is  the  first  occasion,  that  we  are  aware  of,  on  which  that 
abomiuable  system  of  accommodation  paper,  which  is  the  sure 
precursor  of  mercantile  convulsion,  was  fully  manifested.  The 
Scotch  banks  seem  to  have  learnt  a  very  wholesome  lesson,  and 
coutracted  their  issuea  more  within  the  bounds  of  prudenoe. 
This  was  a  source  of  prodigious  annoynnce  to  a  vast  numlier  of 
fipecuhitora  and  adventurers.  The  prudence  which  the  banks 
exercised  in  discounting,  not  only  alarmed  but  enniged  thei^  pro- 
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jectore  to  the  highest  decree.  *' Their  own  disfcress/*  says  Adam 
Smith,  "of  which  this  prudent  and  necessary  reserve  of  tiio 
banks  was  no  donht  the  immediate  occasion,  they  called  the 
distress  of  the  conniry;  and  this  distress  of  the  country  they  suid 
was  altogetlier  owing  to  tho  ignorance^  pusillanimity,  and  luid 
conduct  of  the  hank^s,  which  did  not  ^ve  a  sufficiently  liberal  aid 
to  the  spirited  undertf^kings  of  those  who  exerted  tliemselves  in 
order  to  beautify,  improve,  and  enrich  the  country.  It  was  the 
duty  of  the  banks,  they  seemed  to  think,  to  lend  for  so  long  a 
time,  and  to  as  great  an  extent,  as  they  might  wish  to  borrow. 
The  banks,  however,  by  refusing  in  this  manner  to  give  more 
credit  to  those  to  whom  they  had  already  given  a  great  deal  too 
much,  took  the  only  method  by  whicli  it  was  now  possible  cither 
to  «ive  their  own  credit  or  the  public  credit  of  the  country 

•*  In  the  midst  of  this  clamour  and  distress  a  new  bank  was 
c«tnblished  in  Scotland,  for  the  express  purpose  of  relieving  the 
distress  of  the  country.  The  design  was  generous,  but  the 
exccntion  was  imprudent;  and  the  nature  and  causes  of  the 
distpeas  which  it  meant  to  relieve  were  not,  perhaps,  well  under- 
fltood.  This  bank  was  more  liberal  than  any  had  ever  been,  l)oth 
in  grant itig  cash  accounts  and  in  discounting  bills  of  exchange. 
With  regard  to  the  latter  it  seems  to  have  made  scarce  any 
distinction  between  real  and  circulating  bills,  but  to  have  dis- 
counted all  equally.  It  was  the  avowed  principle  of  this  bank 
to  advance,  upon  any  reasonable  security,  the  whole  capital  which 
was  to  be  employed  in  those  improvements  of  which  the  rcturns 
are  the  most  slow  and  distant,  such  as  the  improvements  of  laud. 
To  promote  such  improvementB  was  even  said  to  be  the  chief  of 
the  public-spirited  purposes  for  which  it  was  instituted.  By  its 
hberaUty  in  granting  cash  accounts,  aud  in  discounting  billg  of 
exchange,  it  no  doubt  issued  grcat  quantities  of  its  bank  notes« 
But  those  bank  notes  being,  the  greater  part  of  them,  over  and 
above  what  the  circulation  of  tho  country  could  easily  absorb 
and  employ,  returned  upon  it,  in  order  to  be  exchanged  for  gold 
and  silver^  as  fust  as  thoy  were  issued.  Its  coffei"s  were  never 
well  filled.  The  capital,  which  had  been  subscribed  to  this  bank 
at  two  difTcrcut  subscriptions,  amounted  to  £1CO,000,  of  which 
80  per  ceut.  only  were  paid  up.  This  sum  ought  to  have  been 
paid  in  at  several  dilTerent  instalmenta.  A  great  part  of  the 
VOL.  11.  p 
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proprietors,  when  they  paid  in  their  first  instalment,  opened  a 
cash  account  with  the  bank ;  and  the  directors,  thinking  them- 
selves obliged  to  treat  their  own  proprietors  with  the  same 
liberality  with  which  they  treated  all  other  men,  allowed  many 
of  them  to  borrow  upon  this  cash  account  what  they  paid  in  upon 
all  their  subsequent  instalments.  Such  payments,  therefore, 
only  put  into  one  coffer  what  had  the  moment  before  been  taken 
out  of  another.  But,  had  the  coffers  of  this  bank  been  filled 
ever  so  well,  its  excessive  circulation  must  have  emptied  them 
faster  than  they  could  have  been  replenished  by  any  other 
expedient  but  the  ruinous  one  of  drawing  upon  London,  and, 
when  the  bill  became  due,  paying  it,  together  with  interest  and 
commission,  by  another  draught  upon  the  same  place.  Its 
coffers  having  been  filled  so  very  ill,  it  is  said  to  have  been 
driven  to  this  resource  within  a  very  few  months  after  it  began 
to  do  business.  The  estates  of  the  proprietors  of  this  bank  were 
worth  several  millions,  and  by  their  subscription  to  the  original 
bond,  or  contract  of  the  bank,  were  really  pledged  for  answering 
all  its  engagements.  By  means  of  the  great  credit  which  so 
great  a  pledge  necessarily  gave  it,  it  was  notwithstanding  its  too 
liberal  conduct,  enabled  to  carry  on  business  for  more  than  two 
years.  When  it  was  obliged  to  stop,  it  had  in  circulation  about 
£200,000  in  bank  notes.  In  order  to  support  the  circulation  of 
those  notes,  which  were  continually  returning  upon  it,  as  fast 
as  they  were  issued,  it  had  been  constantly  in  the  practice  of 
drawing  bills  of  exchange  upon  London,  of  which  the  number 
and  value  were  continually  increasing,  and,  when  it  stopped, 
amounted  to  upwards  of  £600,000.  This  bank,  therefore,  had  in 
little  more  than  the  course  of  two  years  advanced  to  different 
people  upwards  of  £800,000  at  5  per  cent.  Upon  the  £200,000, 
which  it  circulated  in  bank  notes,  this  5  per  cent,  might  perhaps 
be  considered  as  clear  gain,  without  any  other  deduction  besides 
the  expense  of  management.  But  upon  upwards  of  £600,000, 
for  which  it  was  continually  drawing  bills  of  exchange  upon 
London,  it  was  paying,  in  the  way  of  interest  and  commission, 
upwards  of  8  per  cent.,  and  was,  consequently,  losing  more  than 
8  per  cent,  upon  more  than  three-fourths  of  all  its  dealings 

**  The  operations  of  this  bank  seem  to  have  produced  effects 
quite  opposite  to  those  which  were  intended  by  the  particular 
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persons  who  planned  and  directed  it.  They  seem  to  have 
int<!udcd  to  suppurt  the  spirited  undertakings,  fur  as  such  they 
considered  them,  which  were  at  that  time  carrying  on  in  different 
parts  of  th«:'  country,  and  at  the  eamo  time,  by  drawing  the  whole 
bankiag  bnsiness  to  themselves,  to  supplant  all  the  other  Scotch 
banks,  particularly  those  established  at  Eth'nbnrgh^  whose  back* 
wardne^s  in  discounting  billa  of  exchange  had  given  some  offence. 
Thifi  bank,  no  doubt,  gave  some  temporary  relief  to  those  pro- 
jectors, and  enabled  them  to  carry  on  their  projects  fur  about 
two  years  longer  than  they  could  otherwise  have  done.  But  it 
thereby  ouly  enabled  them  to  get  so  much  deeper  into  debt,  so 
that,  when  ruin  came,  it  fell  m  much  heavier  both  ui>ou  them 
and  upon  their  creditors.  The  operations  of  this  bank,  therefore, 
instead  of  reh'eving,  really  aggravated,  in  the  long  run,  the 
distress  which  those  projectors  had  brought  hoth  upon  themselves 
and  upon  their  country.  It  would  have  been  much  better  for 
themsclvcSj  their  creditors,  and  their  country,  had  the  greater 
part  of  tfiera  been  obliged  to  stop  two  years  sooner  than  they 
af-tnally  did.  The  temporary  relief,  however,  which  t\m  bank 
lilfordod  to  those  projectors,  proved  a  real  and  permanent  relief  to 
tlie  other  Scotch  banka.  All  tlie  dealers  in  circulating  bills  of 
exchauge,  which  those  other  banka  had  become  so  backward  in 
discounting,  had  recourse  to  thiii  new  bank,  where  they  were 
received  with  open  arms.  Those  other  banka  were  enabled  to  get 
very  easily  out  of  that  fatal  circle,  from  which  they  could  not 
otherwise  have  disengaged  themselves  without  incurring  a  con- 
Bjdenible  loss,  and  perhaps,  too,  even  some  degree  of  discredit 

**  In  the  long  run,  therefore,  the  oijeratioua  of  this  Bank 
increfised  the  real  distress  of  the  country,  which  it  meant  to 
relieve ;  and  effectually  relieved  from  a  very  great  distress  those 
rivals  whom  it  meant  to  supplant 

"  At  the  first  setting  out  of  this  Bank,  it  was  the  opinion  of 
some  peuplc  that  how  fast  soever  its  coffers  might  be  euijitied, 
it  might  easily  replenish  them,  by  raising  money  upon  tlio 
securities  of  those  to  whom  it  had  advanced  its  pai>er.  Ex- 
jjericnce,  I  believe*  soon  convinced  theui  ihut  this  method  of 
raiKing  money  was  mncli  too  slow  to  answer  their  purpose:  and 
that  coili^rs,  wliich  were  originally  so  ill  filled,  and  which  emptied 
themsehea  so  very  fast,  could  bo  replenished  by  no  other  ex* 
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pedienfc  but  the  rninons  one  of  drawing  bills  upon  London,  and, 
when  they  became  dne,  paying  them  by  other  draughts  upon  the 
same  place,  with  accumulated  interest  and  commission  But 
though  they  had  been  able  by  this  method  to  raise  money  as  fast 
as  they  wanted  it,  yet,  instead  of  making  a  profit,  they  must 
have  suffered  a  loss  by  every  such  operation ;  so  that,  in  the  long 
run,  they  must  have  ruined  themselves  as  a  mercantile  company, 
though  perhaps  not  so  soon  as  by  the  more  expensive  practice  of 
drawing  and  re-drawing.  They  could  still  have  made  nothing 
by  the  interest  of  the  paper,  which,  being  over  and  above  the 
circulation  of  the  country  could  absorb  and  employ,  returned 
upon  them,  in  order  to  be  exchanged  for  gold  and  silver,  as  fast 
as  they  issued  it,  and  for  the  payment  of  which  they  were 
themselves  continually  obliged  to  borrow  money.  On  the  con- 
trary, the  whole  expense  of  this  borrowing,  of  employing  agents 
to  look  out  for  the  people  who  had  money  to  lend,  of  negotiating 
with  those  people,  and  of  drawing  the  proper  bond  or  assignment, 
must  have  fallen  upon  them,  and  have  been  so  much  clear  loss 
upon  the  balance  of  their  accounts.  The  project  of  replenishing 
their  coffers  in  this  manner  may  be  compared  to  that  of  a  man 
who  had  a  water  pond,  from  which  a  stream  was  continually 
running  out,  and  into  which  no  stream  was  continually  running, 
but  who  proposed  to  keep  it  always  full  by  employing  a  number 
of  people  to  go  continually  with  buckets  to  a  well  at  some  miles' 
distance,  in  order  to  bring  water  to  replenish  it 

"  But,  though  this  operation  had  proved  not  only  practicable 
but  profitable  to  the  bank,  as  a  mercantile  company,  yet  the 
country  could  have  derived  no  benefit  from  it ;  but,  on  the  con- 
trary, must  have  suffered  a  very  considerable  loss  by  it.  This 
operation  could  not  augment  in  the  smallest  degree  the  quantity 
of  money  to  be  lent.  It  could  only  have  erected  this  bank  into 
a  sort  of  general  loan  office  for  the  whole  country.  Those  who 
wanted  to  borrow  must  have  applied  to  this  bank,  instead  of 
applying  to  the  private  persons  who  had  lent  it  their  money. 
But  a  bank  which  lends  money,  perhaps,  to  500  different  people, 
the  greater  part  of  whom  its  directors  can  know  very  little 
about,  is  not  likely  to  be  more  judicious  in  the  choice  of  its 
debtors  than  a  private  person  who  lends  out  his  money  among 
a  few  people,  whom  he  knows,  and  in  whose  sober  and  frugal 
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coiultict  lie  thinks  he  has  good  reason  to  confide.  The  debtors 
of  such  a  bank  as  that  whose  conduct  I  have  been  giving  some 
Bccount  of  were  hblj,  the  givater  part  of  thern,  to  l>e  chinKTicul 
projectors,  the  driiwers  and  rc-dniwoi's  of  circuhitin^  bills  of 
exchange,  who  would  empby  the  money  in  extravagant  uudii 
tttkiDgs,  which,  with  all  the  assistance  that  could  be  .i!;iveu  them, 
tfiey  would  prohably  never  l>e  able  to  complete,  and  whidi,  if 
they  should  be  completed,  would  never  repay  the  expense  which 
thoy  had  really  cost,  would  never  afford  a  fund  capable  of  nitiin- 
taining  a  qaantity  of  labour  eqnal  to  that  which  had  been 
emplMved  about  them.  The  sober  and  frugal  debtors  of  [n'ivnte 
persons,  on  the  contrary,  wouhl  be  more  likely  to  employ  the 
money  borrowed  in  sober  undertjikiugs,  which  were  proportioned 
to  their  capitals,  and  which,  thouj^h  they  might  have  km  of  the 
grand  and  the  marvellous,  would  have  more  of  the  eolitl  and  the 
profitable,  which  would  repay  witli  a  large  profit  whatever  had 
been  laid  out  upon  them,  and  which  would  thus  afford  a  fund 
capable  of  maintaining  a  much  greater  quantity  of  labour  than 
that  which  had  been  employed  about  them.  The  success  of  this 
ojXTation,  thetvfore,  without  iucrcnsiui^  in  the  smallest  degree 
the  capital  of  the  country,  would  only  have  trausfen-ed  a  great 
part  of  it  from  prudent  and  profitable  to  imprudent  and  un- 
proBtable  undertakings*' 

8.  This  bank,  to  which  this  long  extract  refere,  was  the 
celebrated  Ayr  Bank,  which  was  founded  to  remedy  the  alleged 
distress  caused  by  the  uiiri^nirdly  conduct  of  the  existing  banks. 
It  was  started  by  a  company  which  comprised  the  Duke  of 
Hamilton  and  many  other  landed  proprietors  of  immense  wealth, 
and  it  was  based  on  the  fatal  delusion  that,  because  the  capital 
and  property  of  its  proprietors  was  uudiuibted,  it  might  therefore 
issue  notes  to  any  amount  without  depreciation.  This  was 
exactly  John  Law*s  theory  of  mouey,  and  this  bank  is  a  pregnant 
instance  of  its  fallacy.  The  pamphlet  we  have  already  quoted 
from*  relating  to  the  Bank  of  Scotland,  had  already  seen  and 
denounced  this  fallacy,  for  it  said,  with  perfect  truth  and  wisdom, 
that  no  mutter  what  the  Mpifal  of  a  banking  company  ts^  th£  J'ap&r 
Or^diiy  in  tfic  shtpe  of  J^^otes^  which  it  can  circukite,  bmrs  a  certain 
proportion  to  tfi$  existing  specie  in  Uie  country,  and  this  can  only 
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he  ascertained  by  e]qierience.  Now  this  strikes  at  the  roat  of 
Joha  Law's  whole  theory,  beeaoBe  that  is  based  npoa  the  fallacy 
that  bank  notes  onlj  r^resmt  property^  and  tliereroi"e  may  be 
mnltiplicd  to  the  exteut  of  any  existing  property  withoat  depre- 
ciation— a  theory  whose  results  may  be  seen  in  the  history  of  ti^ 
Aiuiignats ;  whereas  the  reul  truth  and  fact  is,  that  bank  notes  do 
not  reprumt  any  property  whatever,  but  are  themselves  inde- 
pendent cntihVsj  and  can  only  maintain  their  value,  like  any 
other  indepon<hnit  entities,  by  Itenring  a  certain  proportion  to  febo 
■pecie.  Nor  is  Adam  Smith  correct  in  what  he  says,  that  the 
operations  of  banking  do  not  incixase  the  capital  of  the  country; 
then?  ifi  no  more  delusive  fii! lacy  than  this  in  Economics;  it  is 
junt  iKJCauflo  banking  does  increase  capital  so  nipidly  that  it  is  so 
danj^erous.  It  is  just  for  the  very  reason  that  l»ank  credits, 
whether  in  tlie  form  of  jironiissory  notes,  or  entries  and  che<ine8, 
perform  exucUy  tlie  8ame  functions,  and  are  in  all  respect* 
equivalent  to  the  creation  of  bo  much  additional  capital,  that 
they  so  fattilly  depreciate  the  value  of  the  existing  specie,  if  they 
are  muhiplied  too  r»i)idly.  The  fatal  error  of  the  Ayr  Bank,  and 
of  IjUw'h  theory  is  this,  not  that  capital  might  be  increased  by 
banking,  but  in  not  perceiving  the  true  natural  Umifs  to  tli$ 
fficr^«d— end  in  not  seeing  that  tlie  true  limits  were  to  be  fonnd 
in  its  mnintaining  an  equnlity  of  value  with  gold  and  silver. 
This  unfortunate  concern  was  supposed  to  have  been  iufr-lvent 
within  a  fortnight  after  it  commenced  busiuw«s.  Its  mistaken 
<:u«r»e  inJhitc<l  speculation  ;  the  a<-!commodntion  bill  system,  which 
hiM  Imen  the  cause  of  every  commercial  crisis  from  that  time 
to  this,  promoted  by  this  bank  and  other  specnlators,  formed  the 
exact  nntcty|M}  of  the  proceedings  of  the  Western  Baivk  and  ita 
licrd  of  adv4'nturcrs  in  1857.  The  exports  of  1771  and  1772  roae 
to  a  beighL  tlioy  had  never  done  before,  and  which  they  did  not 
again  ef|tnil  till  1787.  While  commeroo  was  in  this  a[iparently 
proKprnMiK,  but  in  reality  bloulcd  and  dtseaiied  condition,  the 
puncturo  itf  a  piti  was  Hulhcierit  to  make  it  collapse.  On  the 
10th  June,  1772,  a  partner  of  one  of  the  greatest  firms  in  Loudon 
Nwilo  &  Co.,  dmimped  with  Jg^UJO.noo,  having  been  deeply  en* 
ffiigrd  1(1  Kpt'culatiou  In  fuuda.  This  man,  named  Fordyce,  was  & 
Boolchuum,  and  had  a  large  Scotch  connection ;  these  were  blown 
Upon  by  the  failure  of  their  Loudon  ageut^  iitid  o  complete  coiii' 


tlABILltY   OF   SCOTCH   BANKS 


215 


mercial  paoic  licgaii.  The  Ayr  Bank  had  braoclies  in  Ediobnrgh 
and  Dumfries,  and  a  ran  begun  upon  it  on  the  17th  June,  1772, 
in  Edinburgh,  and  it  stopped  payment  on  the  25th,  along  with  a 
crowd  of  fipecuhktors.  The  whole  of  Scotland  was  Rliaken  to  its 
foundations.  The  paper  of  the  Ayr  Bank  in  circulation  amounted 
to  £800,000.  There  had  been  no  disaster  similar  to  it  since  the 
Darien  scheme,  and  there  has  been  none  eincu  like  it,  imtil  the 
failure  of  the  Western  Bank.  The  credit  even  of  the  other  banks 
was  ahnost  gone.  Besides  the  three  Public  Banks,  only  three 
of  the  private  ones  survived.  The  person  who  was  the  inunediate 
cauae  of  the  collapse  of  the  rotten  bubble  of  credit  being  a 
Scotchman,  the  Loudun  papers  teemed  with  tirades  of  abuse 
of  everything  Scotch 

A  writer  in  one  of  the  papem  says  that  the  accommodation  bill 
system  first  sprung  up  then.  In  the  PuhUc  Adverfuer,  July  8th, 
rl772,  it  says  in  a  letter — *'  Banking  companies  have  appeared  in 
Almost  every  corner  of  the  kingdom,  and  bills  of  exchange  have 
been  multiplied  by  a-  new  method  called  Swivelling,  without  any 
solid  tranbactions."  Adam  Smith,  however,  places  it  earlier. 
S|x.»aking  of  the  refusal  of  the  banks  to  discount  to  the  extent 
the  speculators  wished,  he  says — **  Some  of  those  traders  had 
recourse  ta  an  ex[)edient,  which  for  a  time  served  their  purj>ose, 
though  at  a  much  greater  expense,  yet  as  effectually  as  the  utmost 
extension  of  bank  ci"edits  could  have  June.  This  expedient  was 
no  other  than  the  well-knuwn  shift  of  drawing  and  re-drawing  ; 
the  shift  to  which  unfortuiHite  traders  have  sometimes  recourse 
to  when  they  are  on  the  brink  of  bankruptcy.  The  practice  of 
rainnff  money  in  this  man  tier  had  long  been  known  in  England, 
and,  during  the  course  of  the  late  war,  when  the  high  profits  of 
trade  afforded  a  great  temptation  to  orer-tradiog,  is  said  to  have 
been  carried  on  to  a  very  great  extent.  From  Enghind  it  was 
brought  to  Scotland,  where  in  pi"OiK)rtion  to  the  very  limited 
commerce,  and  to  the  very  moderate  capital  of  the  country,  it  was 
soon  carried  on  to  a  much  greater  extent  than  it  ever  had  been  in 
England.  The  practice  of  drawing  and  re-drawing  is  so  well 
known  to  all  men  of  business  that  it  may  perhaps  be  thought 
limcoessary  to  give  an  account  of  it."  And  yet  a  respeetahle 
n'toeis,  Mr.  Latonche,  deputed  by  the  piivate  bankers  of  Dublin 
to  give  evidence  before  the  Coiumittee  of  the  House  of  Coramons 
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io  1858,  says  that  the  accommodation  bill  system  "arose  from  a 
new  element,  which,  when  the  Act  of  1844  was  mode,  did  not 
exist  at  all,  and  that  was  the  immense  amount  of  deposits  in  the 
hands  of  Joint  Stock  Banks  paying  interest  1 1" 

0.  In  1774,  by  the  Statute  of  that  year,  c.  32,  the  Bank  of 
Scotland  was  authorised  to  double  its  capital  stock,  and  the  limit 
which  any  sliareholder  might  hold  was  raised  to  forty  shares. 
In  this  year  the  bank  began  success] uUy  to  establish  branches, 
which  bus  since  become  so  marked  a  feature  in  Scotch  banking* 
In  1784,  by  the  Statute  of  that  year,  c.  12,  the  capital  of  the 
bank  was  raised  to  £300,000,  and  all  restrictions  as  to  the 
amount  of  stock  any  proprietor  miglit  hold  taken  off.  In  1792, 
by  the  Statute  of  that  year,  c.  25,  the  capital  was  raised  to 
£(;00,000,  and  by  Statute,  171*4*  c.  19,  to  £1,000,UOO,  and  by 
Statute,  1804,  c.  23,  to  £1,500,000,  of  which  £1,000,000  has 
been  called  up,  and  at  which  it  still  remains 

10.  Tlie  next  great  commercial  crisis  was  in  1793.  This 
also  extended  to  Scotland.  This  was  attrilnited  by  the  best  con- 
temporary writers  to  the  inonlinate  multiplication  of  the  country 
bankers  and  the  commencement  of  the  revolutionary  war.  This 
crisis  was  most  severely  felt  in  Glasgow.  Xumbers  of  the  most 
wealthy  firms,  both  commercial  and  manafacturlng,  failed.  The 
Glasgow  Arms  Bank,  one  of  the  three  oldest  in  the  city,  stopped 
on  the  14th  ilarch.  Thrce-fonrths  of  the  country  bankers  in 
England  were  greatly  shaken.  The  Bank  of  England  refused  all 
assifitance,  in  spite  of  all  solicitations  made  to  it,  for  which  it  is 
severely  blamed  by  Sir  Francis  Baring  and  ibe  Bulhon  Report* 
When  the  Bank  adopted  this  perverse  course,  univereal  failure 
seemed  imminent.  Sir  John  Sinclair  remembered  the  precedent 
of  1C97,  when  Montague  had  sustained  public  credit  by  an  issue 
of  Exchcqner  bills,  and  thought  that  a  similar  plan  might  U 
fnllowed  in  this  crisis.  ^Ir.  Pitt  desired  him  to  propose  a  scheme 
for  the  i>urpose,  which  he  prenented  <m  the  ir»th  April  A  Com- 
mittee of  the  IIuuKc  uf  Commouti  was  iajmoiUutoly  appoi 

In  the  meantime  a  director  of  the  Koyal  Baidc  uf  Scotland  c 

up,  with  the  mottt  alarming  news  from  Scotland.  The  public 
banks  were  wholly  miable,  with  due  regard  to  their  own  6afv*tj, 
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to  fnraish  the  accommodation  neces-^ary  to  support  conimeruiiil 
lioiwcs  aod  the  country  bankera.  That,  unless  they  remved 
immediate  assistance  from  Ciovernment,  general  failure  would 
eusQC.  Numerous  houses,  which  were  perfectly  solvent,  must  fall, 
QDlesB  tliey  could  obtain  temporary  relief.  Mr.  Alacdowall,  5I,P. 
for  Glasgow,  stated  that  the  commercial  Jiouses  and  manufactoriea 
there  were  in  the  greatest  distress,  from  the  total  destruction 
of  credit.  That  the  distress  arose  from  the  refusal  of  the 
Glasgow,  Paisley,  and  Greenock  Banks  to  discount,  as  their 
notes  were  poured  ru  upon  them  for  gold.  This  panio  was 
allayed  by  the  Government  consenting  to  issue  small  Exchequer 
bills,  and  by  the  activity  of  Sir  John  Sinclair  in  ^jetting  money 
sent  down  to  OhiSf^'ow  in  anticipation  of  these  Exchequer  bills 

An  idea  of  the  great  severity  of  this  crisis  may  be  formed 
from  the  interesting  memoirs  of  Sir  William  Forbes,  of  the 
history  of  that  house.  He  says,  p»  80,  sjx'akiug  of  deposit 
receipts — 

**  In  ordinary  times  the  number  paid  and  granted  are  pretty 
much  the  same 
"Amount  paid  above  granted,  in  December,  1702,  £10,670 
„  „  „  January,     1793,     l(j,916 


„            Fehruary, 

it 

11,5C1 

„            March. 

»i 

52,961 

„            April, 

i} 

105,075 

to  2ard  May, 

t* 

66,541 

£26aj24 
"The  diminutioQ  on  current  account  Imlances  was  in  pro- 
poffiion,  that  is,  nearly  as  much  more  ^* 

11,  The  news  of  the  suspension  of  cash  payments  by  the 
liank  of  England  reached  Edinburgh  by  cxpn.\s3  on  the  Ist  of 
March*  An  immediate  run  on  the  banks  took  place.  The 
jimLHfrons  of  the  public  banks  waived  all  etiquette,  and  met  at 
Bir  Williura  ForlxVs  to  consider  what  was  to  be  done.  It  was 
agreed  to  follow  the  example  of  the  Iiunk  of  England,  and 
stisjHjnd  all  payments  in  sjjecie.  A  uiOL^ing  of  the  principal 
inhabitants  was  called  by  the  Lord  Provost,  and  attended  by  the 
Lord  President  of  the  Court  of  Session,  the  Lord  Chief  Baron 
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of  the  Exchequer,  the  Lord  Advocate,  and  the  Sheriff  of  Edin- 
Liirgh.  The  meeting  came  to  a  unanimous  resolution  to  support 
the  credit  of  the  banks,  and  to  receive  their  notes  us  specie.  This 
resolntioTi  was  advertised  in  the  pai)er8,  and  expresses  sent  off  to 
tlte  principal  towns  in  the  kingdom  to  inform  them  of  it 

The  8us|M;nsion  of  ciish  payments  gave  rise  to  terrible  Boeues 
of  confusion  and  upmar.  The  doors  of  the  banks  were  besieged 
bj  crowds,  chmiouring  for  gold  and  silver  in  exchange  for  notes. 
The  demand  for  small  change  by  the  lower  classes  was  most 
nrLjent.  They  adopted  the  plan  of  dividing  the  £1  notes  into 
halves  and  qnarters.  Spanish  dollars,  stamped  by  the  Mint,  were 
issued  at  4*-.  G(f,,  and  quarter  guiueiis  were  coined.  An  Act  waa 
speedily  paesed,  to  allow  those  banks  which  had  been  in  the  habit 
of  iiisuing  notes  to  issue  5*,  notes  fur  a  limited  period.  The 
panic  was  allayed,  and  confidence  quiekly  returned,  The  notes 
were  received  m  readily  as  ever,  though  the  banks  refused  to  cash 
them  ;  and,  what  wds  somewhat  remarkable,  no  attempt  was  ever 
made  by  the  people  to  compel  them  to  pay  specie,  and  not  a 
single  action  was  brought  against  them,  although  they  were 
entirely  unprotected  by  any  Act  of  Parliament,  and  in  a  short 
time  business  proceeded  more  prosperously  than  ever 

12.  The  next  occurrence  that  we  may  mention,  as  it  was 
regarded  as  a  political  event,  was  the  foundation  of  the  Com- 
mercial Bank  in  1810,  This  was  at  the  lime  when  the  higli 
Tory  reffimc  was  in  its  highest  and  palmiest  state,  and  the  banks 
were  alleged  to  carry  their  politics  into  their  business.  The 
Liberal  party  then  determined  to  found  an  opposition  bank, 
which  was  named  the  Commercial,  wliich  has  attained  as  great  an 
eminence  as  any  of  the  older  ones  in  public  estimation.  Its 
capital,  as  yet  paid  up,  is  £1,000,000,  which,  \\m  directors  very 
recently  gave  the  satisfactory  assurance  to  its  shareholdei-s,  is 
perfectly  intact,  and  in  addition  to  that,  it  has  £400,000  of 
accumulated  profits  as  a  reserve  fund.  This  bank  subst'queutly 
obtained  a  chartjor,  but  the  liability  of  its  sluuvhnlilers  is  t^fKnijilly 
declared  unlimited 

In  1818,  it  being  found  that  many  foreigmr^  uvuiicd  tiimi- 
Eelves  of  the  privileges  of  naturalisation,  by  purchasing  stock  in 
the  Bank  of  Scotland,  this  clause  in  their  original  Act  was  appealed 
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13.  The  lon^  and  dreadful  catalogue  of  banking  failures  in 
EogUmd,  ciiieiiy  owing  to  the  mouopolj  of  the  Bank  of  En^^land, 
ftud  wliich  were  attributed  to  tlie  issues  of  the  £1  notes  of  tlie 
country  bankers,  made  the  Ministry  of  1826  desirous  to  aliolish 
them  in  Scotland  and  Ireland,  at  the  same  time  as  they  did  those 
of  England.  Bub  this  niisod  such  a  ferment  in  the  country  that 
tlie  Government  consented  that  Committees  of  both  Houses 
should  ha  appointed  to  inquire  into  the  matter.  The  result  was 
BO  eminently  favourable  to  the  Scotch  banking  system  that  no 
(Urther  interference  was  attempted.  **  With  respect  to  Scotland  " 
Bays  the  i-eport  of  the  Lords,  *'  it  is  to  be  remarked  that  during 
the  period  from  I7GC  to  1797,  when  no  small  notes  were  by  law 
issuable  la  England,  the  jxirtion  of  the  currency  of  Scotland  in 
which  payments  under  £5  were  made  continued  to  consist  almost 
entirely  of  notea  of  £1  and  £1  1*.,  and  that  no  incon?enience  is 
known  to  have  resulted  from  this  diflerence  in  the  currency  of 
the  two  countries.  This  circumstance,  among  othei*8i  tends  to 
prove  that  uniformity,  however  desirable,  is  not  indispensably 
necessary.  It  is  also  proved,  by  the  evidence,  and  by  the 
docuraenls,  that  the  banks  of  Scotland,  whether  chartered  or 
joint  stock  companies,  or  private  establishments,  have  for  more 
than  a  century  exhibited  a  stability  which  the  Committee  believe 
to  be  unexampled  in  the  history  of  banking ;  that  they  supported 
tli*fijselves  from  171)7  to  1812  without  any  protection  from  the 
p-ht fiction  by  which  the  Bank  of  England,  and  that  of  Ireland, 
were  relieved  from  cash  payments;  that  there  was  little  denumd 
for  gold  during  the  late  embarrassments  in  the  circulation  ;  and 
that  in  the  whole  perit>d  of  theii"  establishment  there  are  not  more 
than  two  or  three  instances  of  bankruptcy*  As  during  the  whole 
of  this  period  a  large  portion  of  their  issues  consisted  almost 
entirely  of  notes  not  exceeding  £1,  or  £1  1#.,  there  is  the 
Bt  '«ii  for  concluding  that,  as  far  as  respects  the  Banks 

'fr.  iic  issue  of  pajver  of  tlmt  dcscri])tion  has  bf?en  found 

comjmtible  with  the  highest  degree  of  solidity ;  and  that  there  is 
not,  therefore,  while  they  are  conducted  upon  their  present 
system,  suflicient  gronnd  for  X)roposing  tmy  alteration,  with  the 
^  Ming  to  a  solidity  which  has  bo  long  been  safRciently 

<  d."    The  report  of  the  Oommong  was  also  adverse  to 

any  legislative  interference  with  Scotch  banking 
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14.    No   interference   with   Scotch  bnnkiug   took  place  till 

1845,  when  Sii  Robert  Peel,  haviug  earned  his  Bank  of  En^hmd 
Charter  Act  and  Joint  Stock  Banking  Act  with  scarcely  a  breath 
of  oppoHition,  determined  to  regiihite  those  of  hkiotland  and 
Ii-xjlaud  aa  well.     Tlie  principal  provisions  of  this  Act,  Statute 

1846,  c,  38,  are  as  follows — 

I,  All  i)cr8on8  had  been  prohibited  by  the  Statute  1644, 
c.  82,  from  commencing  to  issue  notes  after  the  6th  May,  1844, 
in  tlie  Uuited  Kingdom,  and  all  such  persons  in  Scotland  iis  were 
lawfully  issuing  their  notes  between  the  6th  May,  1844^  and  the 
Ist  May^  1845,  were  to  certify  to  the  Commissioners  of  8tainpa 
and  Taxes  the  name  of  the  firm  and  the  places  where  they  issued 
such  notes 

II.  The  Commissioners  were  to  ascertain  the  average  numlKT 
of  snch  1-Hinkers'  notes  in  circulafcion  during  the  year  preceding 
the  1st  May,  1845 

If  I.  Huch  bankers  were  authorised  to  have  in  circnlation  an 
urnount  of  notes,  whose  average  for  four  weeks  was  not  to  exceed 
the  amount  thus  certified  by  the  Commissioners,  together  with  an 
amount  erpial  to  tlie  average  amount  of  coin  held  by  the  banker 
during  the  same  four  weeks.  Of  the  coin  three-fourths  must  be 
^old  and  one-fourth  silver 

ly.  In  case  the  bank  exceeds  the  legal  amount,  it  is  to 
forfeit  the  excess 

V.  If  twM  or  more  banks  unite,  they  are  auth<»rised  to  have 
nti  Iwiue  of  paiier  to  the  aggregate  amount  of  issues  of  the 
pupanito  l)nuk8,  as  well  as  the  amount  of  the  coin  held  by  the 
[juitcd  bank 

VI.  Notes  of  the  Bank  of  England  not  to  be  legal  tender  in 
HcDtlund 

The  reader  will  see  that  there  are  some  striking  jioinls  of 
dJfTcrcncc  between  I  he  rcstniint.s  laid  upon  the  English  and 
Hioteh  luiukK,  for^  wlnle  the  former  are  bound  dovrn  to  an  ab>o- 
lute  tixed  limit  of  inane,  the  latter  are  permitted  to  issue  to  any 
nnionnt,  pmvidcd  they  hold  an  equal  amount  of  coin  above  their 
unlh(>ri»ed  amount.  Monover,  if  any  niunlier  of  Imnks  nnttc, 
ilmy  mrvy  have  an  n  authorised  issue,  equal  to  that  of  the 

HOparato  banks;  but  tud,  if  the  number  of  partners  of  the 

uuited  bunk  oxoimmIii  vix^  they  forfeit  tlieir  power  of  ittisuing  uotes 
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alfcogotber.    This  absnrd  restriction  as  to  the  number  of  partuera 
ia  a  bank  never  had  any  foroo  in  Scotland 


16,  The  year  1857  was  remarkable  for  a  calamity,  to  which 
there  had  been  no  precedent  except  the  Ayr  Bank,  namely,  the 
Buspension  of  two  very  large  joint  gtock  banks,  the  AVestera 
Bank  and  the  City  of  Glasgow  Bank.  The  latter,  indeed,  has 
refill med  business*  and  on  an  investigation  of  its  utTairs,  it 
appeared  that,  ont  of  &  capital  of  al>ove  £800,000,  it  had  lost 
about  £70,000 ;  having  thus  a  very  large  paid  up  capital  intact, 
it  resumed  business,  and  it  might  have  been  hoped  that  after 
having  recuived  this  severe  lesson,  its  business  would  have  been 
conducted  on  better  principles  in  future.  But  the  Western  Bank 
was  found  to  have  lost  not  only  the  whole  of  its  paid-tip  capital, 
£1,500,000,  but  nearly  as  ranch  more  besides.  This  Bank  was 
fouuded  in  1852,  so  that,  in  the  course  of  twenty-four  years,  it 
lost  £3,000,000  of  money.  Tho^  Ayr  Bunk»  in  two  years  and  a 
half,  lost  £400*000,  so  Lliat,  of  the  two  tlie  latter  is  proportionably 
the  more  severe  adaniity.  Tlic  failure  of  the  Western  Bank, 
however,  has  called  forth  the  most  bitter  attacks  upon  the  general 
system  of  Scotch  banking,  which  we  shall  find  to  be  totally 
unmerited,  liecause  it  is  cleaily  [iroveJ,  iu  the  evidence  given 
before  the  Committee  of  the  House  of  Commons  in  1858,  th^t 
durimj  the  whoh  cmirm  of  its  career ^  it  pursued  a  system  whrh 
was  diitmetrkaltt/  opposed  to  the  usual  course  of  the  otJur  Scotih 
bankff 

The  Western  Bank  began  business  in  1832,  and  in  the  next 
year  had  a  paid  up  capital  of  £209,170,  which  was  increased 
year  by  year,  till,  in  1849,  it  amounted  to  £1,702,850,  at  which 
it  continued  till  1852,  when  a  number  of  sliart'S  having  fallen 
into  the  Bank's  hands  by  bankruptcy  and  insolvency,  they  were 
written  off  against  the  capital,  which  was  thus  reduced  to 
£1,500,000,  at  which  it  continncd  till  the  closing  of  the  bank. 
The  mode  of  business  adopted  by  this  bank,  from  the  be^inniiis', 
was  not  according  to  the  nsual  plan  of  Scotch  banking,  for  wliile, 
as  explained  by  the  witnesses  before  the  Committee  of  1858,  one 
very  important  feature  of  it  is  to  keep  very  large  reserves  in 
London,  either  at  their  baukers  or  in  Government  securities, 
the  Western  Bank  invested  its  means  chiefly  in  local  accommo- 
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dation,  and  kept  very  insnfficient  leeerros  in  London,  so  much  so 
that  in  1834  its  London  o^nts,  Messrs.  Loyd  &  Co.,  disJionoared 
its  drafls.  It  appears  timt  npon  thia  the  other  Scotch  hanks 
refused  it«  notc^,  and  remonstrated  with  it  for  its  inismanugcmcut. 
On  the  80th  October,  LS04,  the  direclor?,  in  answer  to  tliese 
remonstrances,  notified  to  the  other  banks  that  they  had  resolved 
to  invest,  in  marketable  secnritics.  a  sum  amply  snflicient  to 
prevent  sncb  a  thing  happening:  again.  They  promised  to  com- 
mence the  necessary  openitionR  in  the  following  January,  and 
complete  them  in  April,  if  not  earlier.  They  also  eugitgcd  to 
lessen  their  disconnts,  and  to  continue  to  do  bo,  in  order  to  have 
snfScient  fnnds  at  its  command*  Upon  this  promise  of  better 
conduct  in  fntnre,  the  three  chartered  banks  advanced  the 
Western  Bank  £100,000  to  enable  them  to  purchase  thesie 
aecuritiea  forthwith.  But  the  Western  directors  very  soon  broke 
their  engagement,  and  reverted  to  their  fonner  mode  of  business. 
In  1838  they  applied  to  the  Board  of  Trade  for  a  grant  of  letLers 
patent,  when  a  number  of  the  other  Scotch  banks  presented  a 
joint  memorial  against  it.  They  said  that  they  should  be 
wanting  in  their  duty  to  the  public,  as  well  as  their  own  con- 
Btituents,  if  they  sanctioned  by  their  silence  such  an  application — 
*^  The  fact  is  well  known  to  yon,  that  while  there  have  occurrf^d, 
during  tbo  past  fifty  years,  periodical  convulsions  among  the 
bunk«  in  England,  which  have  led  to  the  failure  of  several 
hundreds,  Scotland  has,  for  the  most  part  maintained  a  state  of 
general  tranquility,  and  there  have,  in  the  same  time,  occurivd 
only  three  or  four  failnres,  and  those  of  a  very  minor  character. 
The  cause  of  this  is  notoriously  owing,  first,  to  the  large  capital 
employed  in  the  Scotch  banks,  and,  second,  to  the  system  of 
administration  adopted.  Capital  alone,  as  has  been  recently 
experienced  in  England,  by  extending  the  scale  of  ojierations, 
may  only  increase  tlic  mischief.  In  the  like  manner  a  numerous 
proprietary,  constituting  a  protection  to  the  public  against 
eventual  loss,  may,  by  adding  to  the  credit,  add  tu  the  |>ower 
of  such  an  institution  for  evil.  The  eafoguurd  of  the  Scotch 
system  has  l»een  the  uniform  practice  adopted  of  retaining  a 
large  portion  of  the  capital  and  depwits  invested  in  Government 
securities,  capable  of  being  converted  into  money,  at  all  times 
and  under  all  circnmsttmces.    This  requires  n  Bacrinoe^  becaase 
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the  rate  of  interest  t8  small,  and,  in  times  of  dilRcnltjr,  the  sale 
involves  a  loss,  but  it  has  given  the  Scotf'h  banks  absokite 
Becnrity,  and  enabled  thera  to  pass  unhurt  through  periods  of 
great  dificredit 

**It  is  not  thm  nnreasonable  that  the  managers  of  the  Scotch 
banks  should  look  with  favour  on  a  system  whieh,  notwith- 
Bfan(iin^  thnir  close  connection  with  England,  has  exempted 
them  from  these  enlamitios,  and,  in  the  doubt  that  exists  on 
banking  theories  elsewhere,  it  is  at  this  moment  snOlcieut  to  say 
that  the  system  establislied  in  Scotland  lias  worked  well,  and 
onght  not  to  be  distiirbed  there 

"The  Western  Bank  was  established  in  the  year  1832,  and 

principle  on  which  it  has  avowedly  acted  has  been  to  employ 

macb  as  possible  of  it^j  capital  and  assets  in  discounts  and 
loans,  retaining  only  the  cash  necessary  to  meet  its  current 
engagements 

"  As  this  is  a  more  profitable  investment  than  Government 
securities,  there  is  always  a  strong  temptation  to  sp^jcnhitive 
or  inexperienced  persons  to  adopt  this  course,  and  if  ilic  conse- 
quences were  to  aiTect  themselves  alone,  it  would  be  of  small 
moment,  but  nnfortunntcly,  in  banking,  this  cannot  be.  The 
whole  sysfeni  depends  upon  credit,  and  the  failure  of  an  ill-regu- 
lated esttiblishmcnt  affects  those  differently  constituted*  Such 
a  hody,  in  prosperous  time?,  boldly  eitends  its  bnsiuess,  and, 
from  seeing  tiie  readiness  with  which  in  such  seasons  commercial 
i[>er  is  disconnted,  conies  to  the  conclusion  that  it  is  the  l^st 
id  most  convertible  description  of  investment  that  could  be 
fgand 

"Pmdent  banks,  knowing  the  delusive  nature  of  this  ex- 
poctation^  are  compelled  to  incixiase  their  own  i-eserve  to  meet  the 
consequences  of  this  unwise  expansion;  and,  when  the  ditHculty 
comes,  they  mnst  either  assist  their  rival  to  jirevcnt  an  explosion, 
or  must  make  a  heavy  sacrifice  by  selling  their  securities  at  a  loss 

"The  Western  Bank,  acting  on  this  principle,  allowed  their 
London  transactions  to  assume  such  an  irregular  shape  that  their 
liOndon  agents,  the  i^pectable  house  of  Jones,  Lloyd  &  Co., 
to^A  alarm,  and  in  18Jt4  dishonourc^d  their  drafti*.  The  Bank 
of  Scotland,  Royal  Bank,  and  British  Linen  Company  were 
compelled  to  come  to  their  assistance,  and  made  thera  con- 
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fiiderable  advaoces.  These  circnmstances  occurring  in  a  time 
when  the  money  market  was  perfectly  tranqnil,  shewed  the 
extreme  danger  of  the  practice.  The  Edinburgh  banks  insisted 
on  a  bt'tter  system  of  manageraent  bein^j  adopted,  and  that  the 
"VVt'Htern  Bank  should  have  invested  in  Government  secnritiea 
n  sum  amply  snfficienfc  to  meet  emergencies.  The  Directore, 
lifter  ranch  discu^sioo,  at  length,  by  a  resolution  dated  80th 
October,  1834,  distinctly  assented  to  the  requisition,  but,  as 
they  had  so  eng^aged  the  assets  of  the  Bank  aa  to  reuder  it 
impo.Hgible  immediately  to  procure  the  funds,  the  Edinburgh 
banks  lout  them  £100,000  for  the  purpose.  For  mm  thm  iha 
Wcittfirn  Bank  may  ftffve  acted  on  this  wjrnemetit,  but  the  temptation 
of  profit  apppars  t&  huvp  got  the  beit^  of  their  prudeme,  and  ihfij 
now  repudiate  their  ent/m/crtient 

**  It  will  be  quite  apparent  that  a  bank  that  can  employ  its 
whole  funds  in  this  manner  is  enabled  either  to  divide  a  larger 
Bhure  of  profits  than  its  competitoi"8,  or  to  do  buBiness  on  more 
favourable  terms  j  and  we  repe«nt,  that  if  the  only  consequence 
of  this  was  to  increase  or  diminish  the  dividends  of  the  rival 
iabli«lui)onts,  it  would  be  of  comparatively  small  imix>rtance, 
but  in  its  result  it  endanf!:ers  the  existence  of  every  bunk  m  i\m 
country  and  the  fortunes  of  a  large  portion  of  the  comnmnity, 
AVo  ft'el  that,  if  letters  patent  shall  lie  granted  to  this  bank,  after 
whut  has  passed,  it  mil  Iff  a  pvblic  miution  and  coiwtemirtci  of  a 
naw  and  mischitvous  principle^  opposed  to  the  banking  stfakm 
i^8cMtand 

**  The  question  is  not,  in  this  instance,  T^rhether  Government 
will  interijosc  new  restraints  on  banking  companies,  but  whether 
tli'7  will  encourage  a  violation  of  the  old  system,  by  granting 
distinction  and  (»rivilet:es  to  a  company  which,  having  pledged 
itweir  to  their  obncrvanco,  now  disowns  them  in  its  practice,  and 
tn»fh<r  i\wm  eJn^unistances  aiiplies  for  a  charter."  This  nieuiorial 
wim  nl^^Dod  by  the  Bank  of  Scotland,  the  British  Linen  Company, 
t'lto  i^Mhnlercial  am)  National  Banks;  and  the  charter,  if  applied 
ftjr,  nover  whn  granted 

Thin  fiyiiteui  of  keeping  such  small  reserves  in  London  pro- 
^HpcmI  Iho  consequence  foreseen  in  the  preceding  memorial.  In 
1^J7  the  We!4lt'rn  Hniik  was  in  difficulties,  and  received  assistance 
'Voih  iho  Bank  of  England  to  the  amount  of  £300,000  in  No- 


THE   WESTERN   BANK 


22& 


vember  and  Deconil>or,  1847,  whicb  it  repaid  in  March,  1848. 
From  this  time  forward  till  1852,  when  a  change  in  the  maunge- 
ment  took  place,  a  rather  more  cautious  course  wag  pursued,  bat 
they  did  what  we  believe  was  totally  contrary  to  the  usual 
practice  of  the  other  Scotch  banks — they  redisconnted.  Tho 
following  figures  shew  the  amounts  of  discounts  and  redisconots 
from  1817  to  1852— 

Discoantd.  Bcdiscotuits. 

In  1847     £15,711,438     £05^77 

„  1848     12,088,013     871,707 


1849 


„  1850 
„  1851 


1852 


10,532.022  24D.057 

12,048,(IGD  200,813 

18,822,758  588,247 

18,526,832  «.„«.,  407,143 


At  this  time  the  Bank  had  £35G,000  of  overdue  hills^  besides 
other  very  heavy  locks-np  of  capital,  in  one  case  amounting  to 
£120,000,  which  was  covered  with  insurances  on  the  lives  of  the 
obligants,  on  which  it  had  paid  £33,512  as  premiums  when  it 
stopped.  **But  even  at  this  time,''  says  Mr.  Fkmin^/*it  Imd 
a  cluster  of  those  people  who  liad  manufactured  rwicoumiudutiou 
bills,  doing  business  with  them."  So  that  in  this  year,  he  says, 
the  Bank  was  not  in  a  satisfactory  state 

In  1852  a  new  mnnagcraeut  commenced,  and  to  shew  how 
the  practice  of  rediscountiug  increased,  we  give  tlie  following 
figures — 

Diacotinled.  Itcdiacount^d. 

In  1858    £14,^87,710  £1,€82,320 

„  1854     18,500,704  4,850,202 

„  1855     19,835,781  •     4,0f;0,GG9 

„  185G     20,410,884  6,407,863 

„  1857  till  Nov.  9   20,091,415  4,881,221 

Thus  we  sec  the  enormous  increase  of  this  most  perilous  prac- 
tfcc  duriug  these  yeare,  a  prai--tice  which  phices  the  existence  of 
any  institution  that  depends  upon  it  to  any  great  ejttent,  at  any 
moment  at  the  mercy  of  the  will,  the  caprice,  or  any  accident 
thai  may  happen  to  the  purchaser  of  its  bills 

Bnt  this  was  by  no  means  the  only  instance  of  reckless 
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mmu^sfmetli.  Ox-cr  and  above  all  tbc  other  ciiibarra?smcnt§| 
llu'rw  Wfcw  fowr  accounts  particularly  to  which  the  sobsniueot 
aiUinitv  m\t  {\m;  wc  will  shew  the  state  of  these  accoonta  ia 
l^i  aua  18^7— 

Miu'^KunikK^  Co.                  .£107,116  ...  — 

Mvutiith  &  Co.      ..,       83,779  ...  3,523 

WiiUnco  &  Co. 18,144  ...  — 

PuttiBon  &  Co 89,678  ...  Itl54 

£188,717  £4,(177 


Rhmviutf  that  these  four  firms  were  uuder  obligatiooa  to  tbo 
Ihurk  iu  lHr>2  to  tho  atnonut  of  £193,394.  The  following  waa^ 
Ihi!  Btuto  of  tlio  »aiuc  accounts  iu  1857 — 


Dincoimts. 

Maodi>niil(l     ...  £108,710 

Mt-ntoith     .    .,.  S7C,799 

WaUaco      2^7.404 

Tattisou     8JJf),n9a 


Ovcnlrnwn 
Acfoont. 

£5,r;3(> 
67,G35 

67,253 


Overdna 

Hills. 
£8,.V2« 
93,120 

11,571 


£l,:^ilMl75      £135,524      £118,1*26 


Hvin^'  a  RUtn  total  of  £1,(103,725  to  these  four  houses  aloue,  when 
i\wy  tii\\vi\,  Auil,  to  bIicw  the  character  of  tho  biljg  disc^ouobed 
Ibr  these  firuia,  of  £40J»716  bills  of  Macdouald's  current  at  tho 
(iiun  of  thoir  fuilun;,  £308,349  were  dishonoiiretl  at  maturity;  of 
MruieilhV,  £37(5,01)9  current  at  their  failure,  £2G9,72(i  were 
iDihotiourvd  at  maturity;  of  Wallace 'ts,  of  £22G,741  current, 
tbcn^  wcro  dlshououred  £209,534  j  and  of  Pattisou's,  of  £330,996 
<?unvut,  there  were  diKhonourcd  £150,749 

Soou  atlci"  thi^  gtjucral  meeting  of  June,  1857,  the  din^ctora 
f,  '  ^  Tiuothor  nensou  to  examine  the  Bauk's  booki*,  who. 
It.  MO,  uud  alluwiui?  all  the  current  buMuc)^  of  the  Bank 

Iu  U»  n*'"^^»  iuiiUulit  tvc  four  firms,  found  that  l)ad  debtlj 

in  tho  amount  of    •  »  weit*  kept  on  the  books  m  good^^ 

VVliUh,  aflvr  dwluctiug  tho  rest  and  guarantei?  fund,  amountini» 
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to  £24G,000,  made  a  loss  of  £827,000  in  the  capital  of  the  Bank, 
and  the  advances  to  the  shareholdci's,  holding  7,C2C  shares  in  the 
Bank,  amounted  to  £088,487.  In  the  month  of  S*?ptember, 
1857,  Mr.  Fleming,  the  person  whom  the  directors  had  requested 
to  aseame  the  temporary  management  of  the  Bank,  began 
Berioufily  to  inquire  into  the  nature  of  these  inaraenso  accounta, 
and  on  the  7th  the  Wallaces  acknowledged  that  they  were  dealing 
in  accommodation  bills,  and  he  saw  that  the  Macdonalds  must  be 
di>ing  the  eame  things  as  the  two  houses  were  drawing  on  the 
8ame  names.  It  was  found  that  the  Macdonalds  drew  n[XHi 
124  acceptors,  only  37  of  whom  had  been  inquired  about,  and  of 
these,  reports  on  21  were  cxtrcmely  bad.  But  there  were  GO  or 
70  persons  whom  they  drew  upon,  who  made  it  a  regular  trade  to 
accept  bills  for  a  small  commission ;  in  fact,  It  appeared  that  they 
engaged  a  man  in  Loudon  to  procure  them  accommodation 
acceptances.  As  soon  as  the  true  nature  of  these  accounts  was 
Ascertained,  there  was  no  resource  but  to  stop  them.  The  failures 
of  Menlcith  and  Macdonald,  which  were  tlie  first  that  became 
notorious,  created  a  panic  on  the  Stock  Exchange  on  the  10th 
October,  and  the  price  of  stock  rapidly  fell,  it  being  commonly 
reported  that  the  whole  capital  of  the  Bank  had  been  engnged  in 
enabling  these  parties  to  carry  on  their  business  for  a  Berics  of 
years.  These  nHnuui-s  created  a  run  on  the  Bank,  to  a  slfgfit 
extent,  on  the  following  Tuesday,  which  continued  for  two  or 
Ihree  days,  and  during  that  week,  ending  the  17th  of  October, 
the  Bank  paid  away  about  £3G,000  in  coin,  but  this  was  the  only 
run  for  gold  of  any  amount  on  the  Bank,  for  during  the  following 
week  it  only  paid  away  £4,000,  and  in  the  week  alter  that  about 
£2.000;  and  the  whole  paid  away  in  coin  between  the  10th  of 
October  and  the  7th  of  November,  tlje  Saturday  before  it  stopped, 
was  only  £44,000.  But,  during  this  period,  the  total  tk/mits 
demanded  were  £1,260,000,  and,  except  the  sum  above  mentioned 
aa  paid  in  coin,  the  whole  of  time  dejmifs  were  paid  in  iM  Brwk's 
awn  notes,  which  were  immediutelij  taken  and  Imljed  in  the  other 

This  dreadful  catastrophe  deserTCS  to  be  minutely  detailed, 
because  it  is  strenuously  asserted  by  a  very  influential  party^  that 
the  amall  note  circulation  of  Scotland  tends  to  increase  a  panic 
among  it^  liolders.    Bat  in  this  case,  the  Bank's  not^s  in  circu* 
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btjon  did  not  in  any  waj  increase  the  panic.  Mr.  Fleming 
nyg — ^«'I  may  say  that  there  was  no  run  for  the  payment  of 
m>U*H  all  tlirough,  Theni  may  have  been  a  few  notes  presented, 
but  1  nbould  certainly  limit  the  demand  for  gold  in  exchange  for 
notoa  to  £5,000  or  £6,000.  I  do  not  think  it  wonld  exceed  thaU 
Mr,  WiUm:  In  point  of  fact,  the  whole  pressure  upon  the 
Bank  at  any  time  was  in  respect  of  its  deposits,  and  not  in 
rcg|)ect  to  its  circulation  t^^DecidedUj^  there  teas  no  pressurs 
in  renpccl  to  it^  circutftHon;  so  much  so,  that  during  the  last 
two  days  for  which  th«  Bunk  was  in  operation,  I  do  not  think 
£l,0(jo  waB  paid  away  in  gold  at  the  head  office.  The  whole 
motuy  withdrawn  was  taken  away  in  notes,  and  the  conacquence 
was  that  on  the  aftornoon  of  tho  9th  November,  when  the  Bank 
slopped,  tborc  was  a  very  large  amount  of  notes  in  circulation, 
iomeLhing  about  £720,000.  Then  the  depositore  became  uneasy 
about  the  security  of  their  di'posits,  went  to  the  Bank,  aud  touk 
the  Bauk*B  notes? — Yes.     Did  they  pay  tliem  immediately  into 

other  baaks  ? — ^Yes Was  there  much  dniin  in  the 

provinces  upon  the  balances? — Not  a  very  Iui"ge  amount,  cer- 
tainly; a  wouderfiilly  Huiall  umoaut,  in  proportion  to  the  total 
deposits,  \\\\A  withdrsivva  fruin  the  eoiuitry.  I  think  you  said 
that  at  the  branches  there  was  very  little  demaud  for  gold; 
almost  none? — Almoii  mm'* 

At  the  same  time  a  very  heavy  blow  fell  upon  them  from 
aiiotlier  (juurler.  The  Bauk,  instead  of  keeping  its  funds  well  in 
baud  in  Ijondon,  engaged  in  exchange  operations  with  America. 
They  bad  an  aireut  in  New  York,  though,  perhaps,  not  openly 
and  avowedly  in  that  cliaracter,  who  granted  letters  of  credit 
upon  them,  in  favour  of  persons  who  wished  to  raise  money,  such 
parties  arranging  with  the  agent,  the  securities  to  be  lodged 
to  meet  the  Bank's  acceptances.  These  credits  were  not  by  any 
mcfins  always  paid  at  maturity,  but  were  renewed  to  a  large 
eiteut.  By  this  uj^ ration  a  very  considerable  portion  of  the 
Bank*s  funds  were  loi^kcd  up  in  America,  instead  of  being  in 
London  as  they  ought  to  have  l)een.  At  the  time  of  it«  8ufii>en» 
«iuti  \IH  acceptauccif  current  and  its  obligations  to  accept  umounti^Hl 
to  £i$17,uOO  in  two  months*  billa»  which,  moltiplied  by  six,  i 
ttc  amount  of  the  year's  U'ausJietiou*.  The  amount  of  tu  . 
locked  op  in  America  by  ihvir  agcut  there  ap[)ca»  to  have  bcou 
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£37ff,520,  agaiDst  which  he  held  railway  bonds  mid  current  bilb. 
Mr.  FleiuinLT  said,  Q»  5510 — "It  appears  to  me  in  many  cases 
the  crcdiU  cstiiblished  by  Loe  opou  tlic  Wcatero  Bank  have  bc^ri 
modes  of  niieing  money  for  the  purpose  of  constnicting  American 
railivays  and  for  speculation  in  stocks  in  New  York."  *'  The  two 
banks,  •>.,  tlie  Western  uud  the  City  of  Glasgow,"  said  Mr. 
Robertson,  the  cashier  of  the  Royal  Hank,  "were  in  the  habit 
of  accepting  four  months'  in  land  bills  drawn  from  London, 
Liverpool,  and  Glasgow,  in  reei^ect  of  these  credits,  tvhich  was 
guife  condemmd  by  tfw  Bank  of  England^  and  all  the  oUier  Banks 
in  ScolUmd'' 

The  general  stoppage  and  failure  of  American  credit  at  tliis 
time  rendered  the  expectations  of  any  remittances  hopeless  from 
there,  And  Mn  Flemings,  who  undertook  the  duty  of  manager 
on  the  15th  October,  told  the  directors  it  was  absolutely  essential 
to  make  provision  for  a  contingent  drain  upon  the  deposit  money, 
and  also  for  the  American  acceptances  becoming  due.  On  the 
17th  October  the  directors  resolved  to  ap[tly  to  the  Bank  of 
Scotland.  On  the  21st  a  written  application  was  made  to  that 
Ba.nk  for  assistanoCj  and  on  the  23rd  a  meeting  having  been  held 
of  all  the  Edinburgh  banks,  they  declined  to  assist,  until  appli- 
cation had  been  made  to  the  Bank  of  En<;laud.  Tins  applicutiott 
was  refused.  This  refusal  beiug  teicgiMphed  down  to  Edinburgh, 
a  meeting  of  the  banks  was  held  the  sumo  evening,  and  they 
iigi-eed  to  advance  £500,000  on  condition  that  the  directors 
fthould  dliUHolve  and  wind  up  the  concern.  After  some  days' 
negotiation  the  Edinburgh  banks  agreed  to  forego  the  com- 
pulsory winding  up,  as  the  diix-ctors  of  the  Western  said  that 
they  bad  no  power  to  do  so,  and  advanced  the  money  without 
this  condition.  This  sum  was  accordingly  advanced  on  the  29th 
October,  on  the  promissory  notes  of  the  Western  Bank,  at  six 
months*  date,  for  £510,000,  the  terms  being  that  the  Western 
Bank  should  bo  bound  to  replace  the  Edinburgh  banks  in  Consols 
at  the  price  of  the  day.  In  addition  to  the  loan  so  advanced  by 
the  Edinburgh  bauks,  the  Ciydesdalo  Bank  advanced  £100,000 
on  a  note  of  I  he  Bank's  at  six  months,  with  the  individual 
guarantee  of  the  directors,  which  was  discounted  at  tlie  current 
rate  of  8  per  cent. 

The  withdrawal  of  the  deposits  from  the  Bank,  which  was 
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a1rn<mt  entirely  among  the  small  depositors,  had  greadj  ahiiod, 
iind^  wimtcver  might  have  been  the  ultimate  result  which  might 
huve  boon  nocesHit'ated  in  oonseqnenoe  of  the  examination  of  the 
Huiik'N  afTuini  tltat  was  then  in  progress,  there  was  no  mmesliais 
diuiK'T  of  a  catastrophe ;  when,  on  the  29th  October,  the  City 
iirticio  of  the  7'mr8  onnonnced  that  the  Edinbnrgfa  banks  had 
roHoIvod  to  carry  the  Western  Bank  through  its  difficulties,  en 
cioiidd  Ion  that  it  should  wind  up.  The  Timst  reached  Scotland 
on  tho  morning  of  the  80th,  and  immediately  a  fresh  pressure 
U(iinin(MKX!d  on  the  Bank.  But  this  time  it  was  oi  adiffsrent 
ohurnctor  from  the  previous  one.  The  first  pressure  had  been 
funong  the  small  depositors,  the  second  consisted  of  the  traders 
who  kept  large  accounts,  who,  seeing  that  the  Western  Bank 
was  going  to  close,  made  haste  to  transfer  their  balances  to  the 
oMicr  banks  and  open  accounts  with  them,  and  it  was  this 
prcKMurc  which  continued  and  made  the  Bank  close  its  doors  on 
IIm!  9Lh  November,  not  from  a  demand  for  gold,  hut  because  th$ 
iHtkiicpH  of  iJiese  accounts  being  ivithdrawn  in  the  Bank's  notes, 
uudpaul  into  ottier  hanks,  the  Western  Bank  was  unahle  to  provide 
for  tlip  punhaHo  of  Exchequer  hills  from  the  other  hanks,  to  rectify 
thin  halance  hy  a  draft  on  London 

Tu  show  how  mischievous  tliis  publication  of  the  terms  pro- 
pi  iwil  was,  we  quote  from  Mr.  Fleming's  letter  to  the  Bank  of 
H<;otliirid  of  8lBt  October,  1857 — "The  application  made  a  fort- 
night iigo  by  the  Directors  of  this  Bank  to  the  other  Scotch 
buiikN  for  a  credit  to  the  extent  of  £500,000,  was  based  on  my 
luiltriilutlon  thiit  £850,000  or  £400,000  would  keep  our  London 
finuMCi;  in  perfect  order,  and  that  the  remainder  would  be  a 
«iii1l<j(?Mt  riJHcrvo  to  meet  any  probable  withdrawal  of  deposits. 
Thjtf  culculatlon,  I  still  believe,  would  have  proved  correct,  had 
thfi  asmtnnce  required  been  given  promptly,  quietly,  and  free  from 
anil  ronditiofi  an  to  winding  up 

"  lint  the  denmndH  made  upon  us  have  considerably  exceeded 
my  calculation,  from  two  causes;  first,  the  notoriety  of  our 
financial  ombarrosHment,  created  by  the  delay  in  acceding  to  our 
application,  and  tlie  cou]*8c  which  the  negotiations  took  from  our 
hftving  been  referred  to  the  Bank  of  England ;  and  second,  the 
puiidition  OS  to  winding  up,  which  the  other  banks  sought  to 
(in|MMO,  and  tho  publicity  given  by  the  Times  to  this  condition 
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**  It  is  not  easy  to  say  in  figures  to  wliat  extent  tbese  causefi 
have  respectively  operated  in  inducing  withdrawals,  or  to  estimate 
to  what  extent  they  niny  still  ofM^-ntc.  Bnt  as  to  the  past,  my 
own  olwcrvution  hero,  and  tlic  reiK)iis  from  our  branch  agouts, 
all  convince  me  that  the  second  h«^  been  iniraeasurnbly  more 
misdiievoiia  than  the  lii*Bt.  Dfiposifs  on  rrrvipts  fuive  brm  wi/h- 
drawn  to  a  very  Hmihd  extent  imltfd,  bat  haUiHCis  on  ettrrent 
atconnta  Icept  hj  tfu<  Iradhuf  eommuiiih}  have  been  removed  to  ottor 
banks  to  (1  conmierabk  eu^tetif.  The  reason  is  natural  and  obvious. 
If  thia  Iknk  is  to  wind  up,  traders  know  that  we  cannot  give 
them  iiceommodation,  and  they  take  tlie  earlit'st  opportunity  of 
arranging  for  that  accommodation  elsewhere,  and  withdraw  their 
balances 

"  I  am  hopeful  that  the  mischief  already  done  is  not  irre- 
parable. That  we  retain  still  a  measure  of  public  confidence  is 
proved  by  the  fact  f/tat  no /tied  deposits  of  any  large  amount  have 
hem  icdhdratcmf  and  nothing  like  a  run  has  taken  place ^  and  gold 
has  iemcelfj  ever  been  demanded 

**  I  have  ah*eady  said  tliut  there  hns  been  no  demand  made 
Opon  us  for  gold,  all  sums  wdhdrat/m  hewing  been  taken  in  imr 
own  notes,  andy  conssquentlg,  (he  other  banks  have  got  t/is 
d^iiostts'* 

The  Western  Bank  then  asked  a  further  loan  fmui  the  Edin- 
burgh banks,  wliiehj  having  been  discussed  for  some  days,  was 
onanimously  refused 

On  Saturday,  the  7th  November,  there  was,  from  the  he^ivy 
withdrawtd  of  deposits  in  the  Bank's  notes,  and  their  lodgment 
with  the  otiier  banks,  a  heavy  adverse  balance  on  the  exchange 
of  that  day.  The  Edinburgh  banks  were  immediately  informed 
that  the  Western  Bunk  wss  unable  to  provide  for  tliis  adveree 
balance  on  the  following  Monday.  On  the  Sunday  they  resolved 
as  80<ni  as  this  inability  to  pay  the  balance  should  be  declared,  to 
iuHtnict  iheir  agents  to  refuse  the  Western's  notes,  And  it  tms 
beyond  all  tjue^stion  Kheum  that  it  teas  (hix  injndirious  line  of  eofi* 
duct  that  chifijly  hronght  on  the  mbsequejd  run  for  gold 

The  Exchange  Ijeing  heavily  against  the  Western  on  Saturday, 
it  made  a  final  proixiiial  to  the  Edinburgh  bankfi,  and  sent  a 
■chcme  for  an  amalgamation  with  tlie  Clydesdale  Bank,  to  be 
discnsged  by  them  on  Monday  morning,  the   Oth,  and  kept  its 


232 


TUEORY   AND   PRACTICE   OF  BANKING 


doora  open  till  2  o'clock,  to  learn  their  fioal  decision.  Tins  Wing 
a  decided  refusal  to  enlertain  the  terras  proposed,  tlio  WeBk'ra 
Bank  slint  its  dooi*8  at  2  p.ni.,  on  Monday,  the  0th  November. 
0  Another  Bank,  the  City  of  Glasgow,  it  was  also  known,  had  been 
enraged  in  transactions  of  the  stime  nature  as  the  Western,  in 
Araeriea,  and  liad  also  been  ccpially  negligent  in  keeping  due 
reserves  in  London.  This  bank*  too,  required  the  assistance 
of  the  Ediuburgfi  banks,  though  it  is  not  stated  how  much  they 
received.  On  the  evening  of  the  i)lh  a  run  commenced  on  the 
savings  l>ank  branches  of  this  l>auk.  **  On  the  Toci^duy  morning,** 
says  Mr.  J.  Robertson,  the  manager  of  the  Union  Bank,  "  when 
the  doors  of  the  banks  were  opened,  a  great  ntunber  of  parties 
appeared  with  deposit  rereipts  demandiog  gold  ;  in  fact,  the  oflice 
of  our  own  establishment  was  quite  filled  with  parties  within  a 
quarter  of  an  hour  of  the  opening  of  the  doors.  I  think  at  half- 
past  9.  The  Chairman:  Yon  are  now  speaking  of  the  Union 
Bank? — 1  am  sjieaking  of  most  of  the  banks;  1  BjH?ak  of  the 
Uniuti  Bank  particularly.  Were  the  Western  notes  at  that  time 
current,  or  were  they  refused  ? — Tlwij  were  not  ntrrmt,  imfor- 
itmatehj.  Was  there  any  deputation  from  Ghisgow  to  Edinburgh 
uu  tlie  snbject  of  the  other  banks  agreeing  to  take  the  Western 
Blink's  notes? — This  run,  as  you  may  call  it,  or  paiiic,  increased 
so  much  that  (he  conHnved  refusal  of  tfie  votes  of  tfis  Wesfern 
Bank  mhlcd  very  much  to  the  exdtvmmit.  Those  people  who  came 
for  money  would  not  take  the  notes  of  any  bank,  it  did  not 
matter  what  bank  it  was  *,  they  refused  everything  but  gold.  We 
thought  that  it  would  ulky  the  excitement  if  we  were  to  take  the 
Western  Bank's  notes,  there  being  no  danger  of  oltimate  pay- 
ment. We  were  so  much  impressed  with  that  feeling  that  two 
uf  the  banks  scut  a  depuUitiou  to  their  diroctors  to  Edinburgh  to 
confer  with  the  managers  of  thq  Edinburgh  banks  on  the  subject, 
and  to  iudnce  them  to  rescind  their  order.  They  failed  in  tluit; 
tlic  notes  of  the  Western  Bank  were  refused  the  whole  day  on  the 
Tuesday^* 

The  ran  of  Tuesday  exhansted  the  City  of  GlttSgow  Bank» 
uud  it  did  not  open  on  Wednesday,  tlie  llth*  The  sti^  of 
Glasgow  was  bo  alarming  that  tlic  magtstrates  sent  for  troops, 
and  did  all  in  their  power  to  ulluy  tlie  excitement;  tluy  issued  a 
proclamation  advising  the  people  not  to  press  the  banks  for 
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payment,  and  to  take  the  notes  of  all  the  banks.  They  issued  an 
order  to  all  the  rate  collectors  in  the  city  to  tuke  nil  notes 
presented  to  them,  including  those  cf  the  two  BUBi)ended  banks. 
But  t/ie  ihmand  f&r  [jold  was  almost  eutirehj  confined  to  (he 
dflpoifiiontj  vei'if  fitc  notchohhrs  comimj  forward.  On  Weilne^day 
and  Thursday  large  remittances  of  p^old  from  London  arrived 
nbont  10  o'clock  in  the  morning,  and  vrere  taken  in  waggons  to 
the  banks,  escorted  by  strong  bodies  of  police.  But  the  run 
entirely  ceased  abont  2  o'clock  on  Wodnosday.  At  haif-pnst  2, 
8aYs  the  same  witness,  there  were  not  half-a-dozen  people  in  the 
estahlislimcnt.  The  panic,  as  the  witness  said,  only  lasted  one 
whole  day  and  part  of  the  next 

In  liict.  the  refused  to  take  the  Western  Bank's  notes  was  one 
of  the  chief  causes  of  the  run  for  gold ;  and,  m  soon  as  the  other 
banks  agreed  to  take  them  the  panic  ceased.  Mr.  Lawrence 
Robertson  was  asked,  '^What  was  it  which  first  caused  the  panic 
to  oe&jse?^ — When  the  stoppage  of  these  batiks  took  place  the 
other  banks  were  not  precisely  informed  of  tfieir  position,  and 
hesitated  a  little  iu  taking  their  notes;  after  further  consideration 
the  other  banks  resolved  to  take  all  the  notes  as  they  came 
forward,  and  wh^i  thai  was  done  (he  (hint/  suhaidfd.  As  soon  na 
it  l>ecame  known  that  the  notes  of  the  Western  Bank  would  l>c 
received  by  the  general  body  of  the  hanks  in  Scotland  the  panic 
with  regard  to  the  notes  of  the  Western  Bunk  came  to  an  cud  ? 
^Entt'reh/'* 

The  same  witness  also  said  that  there  was  no  run  upon  any 
of  the  Glasgow  hanks  t^efore  the  stoppage  of  the  Western  Bank. 
**Who  were  those  parties  who  drew  out  gold  over  the  counter  in 
exchange  for  notes,  or  by  cheques  ou  their  deposits  ?^ — It  was 
[ehiefly  in  the  case  of  Buial!  deposit  receipts.    And  not  for  any 

liderable  amount  ? — No.  Do  you  think  that  it  exceeded 
11,000?— It  is  diflicnlt  to  fix  upon  a  sum;  I  never  looked  at 
that.  It  was  not  of  sufficient  im|>ortance  to  call  your  attention 
to  it  ? — No/'  The  City  of  Glasgow  Bank  resumed  payment  in 
about  a  month,  but  the  Western  Bank  had  lost  not  only  its  wljole 
paid  up  capital  of  £1.500,000^  but  as  much  more  again 

16.  The  details  of  this  great  catastrophe  well  deserve  oar 
closest  attention,  because  it  is  the  first  instance  of  a  hanking  panic 
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in  Scotlaml,  tmA  even  that  was  confined  to  one  town.  The 
commercial  failures  were  confined  exclngivelj  to  the  herd  of 
adventurers  who  had  been  fostered  and  supported  by  the  mis- 
management of  the  Western  Bank.  There  was  bat  one  house 
of  any  nia[,mitnde  connected  with  Glasgow  which  susix^ndcd 
payment  during  this  period*  Dennisloun  &  Co.,  who  were  moro 
a  laverpool  and  Londuu  house  than  a  Glasgow  one,  and  whose 
temporary  stoppage  was  hronglit  about  by  other  causea.  But 
thia  calamity  has  been  seized  hold  of  by  persons  who  arc  hostilo 
to  tlie  Scotch  syfitom  of  banking  in  general  and  also  to  the  £1 
note  currency  of  Scotland,  to  condemn  them.  But,  when  we 
come  to  investigate  the  true  facts,  we  shall  find  that  they  lend 
no  support  to  these  charges.  For,  with  respect  to  the  first,  it  ia 
distinctly  proved  by  the  most  unanswerable  evidence,  that  from 
Ihe  conimeucenient  to  the  close  of  its  career,  the  Western  Bank 
pursued  a  syslcra  of  business  that  was  totally  opposed  to  the 
well-recognised  system  of  Scotch  banking,  and  unanimously  con- 
demned by  nil  the  well-conducted  banks.  That,  during  its  whole 
course,  it  was  a  subject  of  terror  and  alarm  to  the  tither  banks. 
That  its  locking  up  its  funds  in  America  was  totally  condemned 
by  the  Btuik  of  England  and  all  the  other  Scotch  banks. 
And  the  directors  themselves,  when,  however,  it  was  too  hile, 
aeknowicdgcd  their  own  misconduct,  for  in  their  fii^t  fipplication 
for  assisUince  to  the  Bank  of  Scotland,  on  the  21st  October, 
1857,  the  directors  eay — *'  On  the  part  of  the  board  of  direction, 
it  is  right  that  we  should  franhJij  Rotj,  that  ihetf  are  ftdlif  aliva 
to  the  ffcklrsitftrgs  of  tht;  past  mamqicmtnt  of  the  BatOc;  that  itfl 
credit  has  l)een  strained  to  the  extreme  poiut;  and  that,  in  the 
attempt  to  make  large  profits  for  the  proprietary,  nnwise  and 
undue  risks  have  been  run.  Feeling  all  this,  tlie  direetore  Imve 
entered  on  a  course  of  management,  which  (although  the  present 
commercial  crisis  renders  eurUnlment  difTicult  of  speedy  accom- 
plishment) will  eventuate  in  the  estalilishitient,  on  »  secure  basWi 
of  a  business  of  a  eafer  and  a  more  Irtjittmatt^  tkoiufh  r.  '  '  fa 
mofB  Umited  description ytkin  hm  for  many  year$  I"  Ud 

l)}j  the  Western  Bank  of  Scotland,**  Habttnm  ips&3  conjitentei  rfw. 
The  directors  themselves  acknowledged  that  their  course  of 
bnsiucss  was  fwt  in  accordance  with  the  usual  Scotdi  bunking 
system.     What   poesiblo    reflection,  then,  can    it    bo    on  the 
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recof^ii^^^  Hystem  tb&t  a  bank,  which  went  right  in  the  teeth  of  it, 
fni!e<l  ?  Tlie  very  same  remarks  ap[>ly,  only,  of  course,  in  a  lesser 
degree,  to  the  City  of  Gliisgow  Bank.  This  Bank,  too,  was  guilty 
of  gpeenlating  in  America,  instead  of  keeping  its  reserves  iii 
London  ;  and  it,  too,  paid  the  penalty  by  a  temporary  suspension. 
The  secoud  charge,  too,  is  equally  groundless  Hgvuust  the  small 
note  circulation.  For  it  is  eaid  that  these  small  notes  aggravate 
a  panic,  and  that  a  panic  is  most  likely  to  commence  amongst 
their  hulders.  But,  in  this  case,  the  evidence  most  decisively 
negatives  the  snpjx^siljim  that  any  part  of  t!ie  panic  was  due  to 
the  small  notes,  and  not  only  that,  hut  it  (kctmr/y  proves  tktt  the 
dtmand  for  gold  was  greatly  lessened  m  account  of  the  notrs, 
Mr.  Fleming  says,  Q,  5532 — **  1  may  say  tlierc  was  no  run  for 
l»aynjenL«i  of  note5  all  through.  There  may  have  been  a  few 
notes  presented,  but  I  should  certainly  liuut  the  demand  for  gold 
in  exchange  fur  notes  to  £5,000  or  £(>,000.  I  do  not  think  it 
Would  exceed  that.  Mr,  Wihon :  In  point  of  fact,  the  whole 
pressure  on  the  Btitik  at  any  time  was  in  respect  to  its  deposits, 
and  not  iu  res|>ect  to  itii  circulation  ? — Decidedly,  fhero  was  no 
ftretfvre  in  reaped  to  Us  circukdwn;  to  much  so,  that  during 
the  last  two  days  for  which  tlie  Bunk  was  in  oix'ration,  I  do  not 
think  £1,1)00  Wiis  paid  away  iu  guld  at  the  head  ollice.  The 
whole  mouey  withdrawn  was  taken  away  in  notes,  and  the  oon- 
scqnence  was,  that  on  the  aftertioon  of  the  9th  November,  when 
the  Bank  stopped,  there  was  a  very  large  amount  of  notes  in 
circnktion,  something  about  £720,000.  Mr,  Wihon:  Then  the 
depositors  becanie  uneasy  about  the  security  of  their  deposits, 
went  to  the  Bank  and  took  the  Bank's  notes  ? — Yes.  Mr,  Wilson: 
Did  they  pay  them  immediately  into  other  hanks? — Yes.  Mr, 
Wihofi:  They  thereby  indirectly  obtained  payment  through  the 
other  banks  ? — Precisely  so  ;  they  transferred  their  deposits  from 
one  bank  to  the  other.  Mr,  WiUoi :  Did  any  of  the  depositors 
dtiniaud  gold  ?— Almost  none  ;  during  the  week,  after  tiie  10th 
<)ctol)er,  there  was  a  slight  demand  for  gold,  and  in  the  country,  I 
believe,  there  was  a  very  slight  demand  for  gold."  Mr.  Fleming 
then  gave  the  figures,  shewing  that  the  total  demand  for  gold 
during  the  whole  mouth,  from  the  10th  October  to  the  9th  No- 
vcml)er,  was  oidy  £14,000,  of  which  more  than  £6,000  was  in  ex- 
change for  notes,  bat  the  total  demand  for  deposits  and  balances 
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on  acconut  was  jg  1,280,000;   from.  vvhicU  it  follows,  of  conree, 
Unit  tho  U\U\\  pix*<surt3  ou  the  Bank  wns  this— 

ForgHia  in  cxchan^'e  for  notes £0,000 

I'ViliiKiHii.^  (iikon  in  goUl  ...     ...     a8,0n0 

For  tl<>ivL»8its  ami  balauoes  taken  in  Bunk's 

ttotcji 1,23(J,000 

£1,280,000 

Now,  if  the  Brtwk  Imd  not  issued  notes,  liow  would  this  last 
lt*>m  huvo  bwn  demanded  ?  0/  tottrse,  in  gohh  So  that  it  is 
qnilo  clciir  tluit  the  p<j)\vcr  of  the  Bank  to  issue  notes  saved  and 
lenHMied  the  deniuud  for  gold  U)  that  extent  And  we  have 
uUvftdy  shewn  that  it  was  not  any  run  for  gciJd  that  made  the 
Biuik  Rtop,  but  iU  inability  to  provide  for  payment  of  the  adverse 
bulunee  i>f  oxebange.  But  it  niny  be  said — ^Seo  what  followed  the 
next  morning  on  some  of  the  other  banks.  But  then  fhere  would 
hfivt*  Iffffi  ih0  vrrtf  mmt  tun  tf  there  had  hem  no  noten  at  all. 
And  tliat  very  run  vn\&  greatly  ng:gmvated,  if  indeed  it  was  not 
ebit  lly  due  to  the  most  tJiifortnnatc  decision  of  the  other  banks 
lo  relurie  the  Western  Bank's  notes.  At  $oon  an  the  other  hctfifm 
th/rttd  h  tnh  th0  Wf^tin-iCB  note^,  ike  panic  immediatelij  mhdded, 
H*fn  thoih/h  II  y  *  ■  *  ^  '/  the  same  nwniwg.  Now »  what 
in  tiui  effeet  \s  iy  have  expected   from  a  second 

Imnk'ii  htoppii>j(  in  llic  nud«t  of  a  panic  ?  Clearly  that  the  panic 
Hunid  Imvw  been  greatly  intensified.  But  in  this  ease  it  was  not 
iin,  Thi*  City  Bank  did  not  ojwn  on  the  Wednesday  morniui;, 
mid  yit  tht'  whole  pnnio  was  o\er  by  two  o*clr»ek  that  day.  The 
whole  demand  ou  the  Uoyal  Bank  for  gold  did  not  exceed  £1^000 

Now,  without  prejudioiog  the  qncsliou  in  any  way^  whether 
tlio  Hi^ot eh  X*  I  note«  *ht»uld  W  ru  i  \  there  ia  no  dispiissionate 

man  who  can,  aft^^r  ivadiuj;  the  -  i  this  crisis,  come  to  the 

eonobision  that  thoy  hiwi  anything  whatever  to  do  with  this  panic. 
The  givat  wonder  i^,  that  afler  the  nnprecedt^nted  ci  roam  stance  of 
two  ghat  bank*  f*t<>pi)ing  payment,  the  panic  was  so  Bhortj  and  so 
ulight  as  it  wiv*.  Hik-s  any  man  who  knows  Lon<lon  think  that, 
if  a  similar  cai*e  had  hapi>ened  tbere»  the  consequences  would 
liave  Ix'cn  so  comparatively  trifling  ?  The  two  London  banks  of 
iwtti'ly  equal  inngnitttdo  with  the  Gtisgow  ones  Uiat  stopped 
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Are  the  Utiion  and  the  London  and  County.  Let  us  imagine  that 
the  Union  Bauk  of  London  was  to  stop  pajmeut,  and  two  days 
after  the  Loudon  and  Connty.  Does  any  man  who  knows  London 
suppose  that  iti  such  a  case  the  panic  would  bo  limited  to  one  day 
and  a  half.    No  man  in  his  sf^nses  would  think  so 

Nor  can  there,  we  tbiuk,  ho  any  n;asonablc  doubt  tliat  the 
refusal  of  the  Ediuburgh  btuiks  to  ttike  the  notes  of  the  Western 
Bank  was  a  most  unfortunate  one.  When  the  Ayr  Bank  falM, 
all  the  other  banks  immediately  gave  notice  that  they  would  take 
its  notes  at  par,  because  they  knew  very  well  that  its  proprietors 
were  perfectly  well  able  to  discharge  all  the  claims  upon  them.  It 
was  perfectly  w^ell  known  that  the  proprietors  of  the  Western 
Bank  were  worth  many  millions  of  money,  and  that  there  was  no 
possible  danger  of  any  ultimate  loss.  Yet  the  banks  on  this  occjision 
decided  to  refnee  their  notes,  which  decision  they  were  afterwards 
oblin^od  to  rescind.  And  this  is  a  very  good  proof  that  it  was 
\\T4jug  from  the  first ;  and  immediately  that  the  notes  were  taken 
the  panic  ceased 

In  the  years  of  the  great  speculatiouB  in  railways,  iHiinl)ei's  of 
persons  wished  to  carry  on  the  j^arae  of  si»cculiiiiun  by  buying 
shares^  and  then  raising  money  upon  them  from  bankers.  Tho 
old  banks  prudently  declined  this  sort  of  busiucss,  and  a  number 
of  banks  were  got  up,  principally  for  this  basiness — if,  indeed,  it 
can  be  called  bnsiuess  at  all— as  it  was,  in  fact,  pure  jj^amhling. 
After  a  short  time,  the  railway  shares  went  down  as  fast  as  they 
had  risen,  and  all  these  banks,  which  were  called  Exchange  Banks 
were  ruined,  some  of  them  under  the  moet  disastrous  circumstances 


On  the  Right  of  the  Scotch  Banks  to  open  Branches  in  Ert^knd 

17.  We  must  now  touch  upon  a  point  which  has  been  mnch 
diecnssed  lately 

Witliiu  the  last  few  years  all  the  Scotch  Banks  ha?e  opened 
branches  in  London,  and  one  has  opened  some  in  the  north  of 
England.  It  is  perhaps  somewhat  surjirising,  in  these  days 
of  free  com[>etition,  that  their  doing  so  has  created  soma 
oppoHitiou,  aud  in  fact  their  right  to  do  so  haa  even  beeu 
qnestirined  in  Parliament.  Of  course  in  this  place  we  do  not 
vliecuss  their  rtrnsons  for  so  duiug:  that  is  a  matter  exclusively 
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for  their  own  consideration.  Onr  solo  purpose  is  to  stato  their 
legal  ri-^ht  to  act  as  they  have  done 

As  for  the  purposes  of  trade  and  commerce  England  and 
Scotland  are  one  country,  thei*e  is  no  apparent  reason  why  they 
should  not  have  this  right.  No  one  questions  the  right  of  English 
Banks  to  open  branches  in  Scotland,  if  they  choose :  and  in  f^ct 
several  of  the  English  Colonial  Banks  have  aj^encies  in  Scothind, 
Why  then  should  it  be  supposed  that  it  is  contrary  to  law  for  the 
8cotf'li  Hanks  to  open  branches  in  England  ? 

Many  of  the  leading  Scotch  Insurance  officea  have  opened 
branches  in  London,  and  not  a  word  of  objection  was  ever  heard 
from  the  English  Insurance  Offices.  But  because  the  Scotch 
Banks  have  found  it  necessary  for  their  bnsineas  to  open  branches 
in  London,  a  great  deal  of  ill-feeling  has  been  displayed  by  the 
English  Banks ;  and  even  their  Right  to  do  so  has  been  denied 

The  onuF  of  proof  lies  entirely  on  those  who  deny  their  Right 
to  do  BO.  It  niriy  be  said  at  once  that  the  whole  question  turns 
on  the  privileges  of  the  Bank  of  England:  nnd  it  is  ncce,<*sary  to 
State  exactly  what  thOi^c  privilcgea  are.  The  privileges  of  the 
Bank  of  England  are  a  penal  enactment  against  the  righta  of  tho 
rest  of  the  trading  community,  and  tlierefoi*e  they  are  to  bo  con* 
gtrued  strictly.  Notliing  is  contrary  except  what  is  clearly  and 
distinctly  forbidden  by  them :  everything  else  k  legal  and 
permissible 

It  has  been  seen  that,  at  its  first  institution,  the  Bank  of 
Engliind  received  no  monopoly,  When  tho  capital  of  the  Bank 
was  increased  in  1007  it  was  first  enacted  that  no  other  Bank 
should  bo  sanctioned  by  Act  of  Pai'liaraent.  In  1709  it  was 
enacted  that  no  comjiany  or  society  exceeding  six  persons  might 
borrow,  owe  or  take  up  any  sura  or  sums  of  money  on  their  Bills 
or  Notes  payable  at  demand,  or  at  any  less  time  than  six  tnonths 
from  the  liorrowing  thereof,  in  that  [lart  of  Great  Britain  called 
England 

At  that  time  no  one  had  framed  a  definition  of  Banking. 
But  it  was  supposed  that  issuing  Notes  payable  on  demand  was 
m  essentially  what  constituted  tho  business  of  Banking^  that  to 
prevent  i>ur8on8  from  doing  that  was  to  prevent  Uiem  twm 
Banking 

In  1743,  to  strengthen  this  monopoly  more  effectually,  it  wna 
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sfeed  that  *'  to  prevent  any  doubts  that  may  arise  coiicernmg 
the  privilege  or  power  given  by  former  Acts  of  Parliament  to  the 
said  Governor  and  Company  of  Exclusive  Banking',  and 
ako  in  rf'^ard  to  the  erecting  any  ot!ier  Bank  or  Banks  by 
Parliament,  or  restmining  other  persona  from  Banking  dnring 
the  continuance  of  t!ie  said  privilege  granted  to  the  Govenior 
and  Company  of  the  Bank  of  England,  as  before  recited,  it  18 
hereby  further  enacted  and  declared,  by  the  authority  aforesaid, 
iliat  it  is  the  true  intent  ami  meaning  of  the  Act  that  no  other 
Bank  shall  be  erected,  estahlhlwd^  or  allowed  htj  ParUmnent^  and 
that  it  shall  not  be  lawful  for  any  body  politic  or  corporate  what- 
soever, united,  or  to  he  united,  in  covenants  or  partnership 
exceeding  the  number  of  six  persons,  in  that  part  of  Great 
Britain  called  England,  to  borrow,  owe,  or  take  op  any  sum, 
or  Bunas  of  money,  on  their  BilU  or  Notes  payable  at  demand,  or 
at  any  less  time  than  six  months  from  the  borrowing  thereof, 
during  the  continuance  of  snch  said  privilege  of  the  said  Governor 
and  Company,  who  are  merely  declared  to  be  and  remain  a 
CorjKjration  with  the  privilege  of  Exclusive  Banking  aa 
aforeeaid  " 

These  words  which  were  always  contained  in  subsequent  Bank 
Charter  Acts,  strictly  define  the  exclusive  privelcgc  of  the  Bank 
of  England.  Its  sole  monopoly  is  that  no  Bank  having  more 
tlian  six  (now  ten)  partners  shall  issue  notes  payable  at  leas  than 
six  mouths  in  England :  but  all  other  kinds  of  banks  and 
banking  are  left  absolutely  free 

There  is  no  doubt  whatever  that  Parliament  intended  to  confer 
ftn  absolute  monopoly  of  banking  on  the  Bank  of  England :  but 
by  strictly  defining  what  that  they  conceived  banking  to  cotisiat 
in,  they  in  fact,  ultimately  defeated  their  own  purpose*  If  the 
words  had  been  general,  and  given  a  simple  monopoly  of  Banking, 
no  other  bank  of  any  other  sort  or  description  exceeding  six 
persons,  could  have  carried  on  business  in  England.  But  in  order 
to  make  assurance  doubly  sui'e,  they  gave  what  they  conceived  to 
be  a  description  of  banking :  and  the  legal  effect  of  doing  so  is  to 
confine  the  monopoly  to  that  particular  method  of  banking  so 
ddcribed 

After  the  great  crisis  of  1825  the  Bank  consented  to  give  tip 
a  iwrtion  of  their  monopoly,  and  in  182G  Joint  Stock  Banks  wore 
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allowed  to  be  formed  to  issue  notes  beyond  the  limit  of  65  miles 
from  London,  provided  that  they  had  no  head  oflice  and  did  no 
biisinegs  in  London 

But  aa  has  been  shown,  the  private  bankera  of  London  about 
1793,  discontinued  issuing  notes  of  their  own  accord:  and  thry 
were  thus  the  fii^t  to  show  that  banking-  may  be  carried  on  without 
notes.  About  1820  some  persons  betriiu  to  allege  that  there  was 
nothing  in  the  monopoly  of  the  Bank  of  England  to  prevent 
banks  of  any  magnitude  and  number  of  persons  being  formed, 
provided  that  they  did  not  issue  notes  payable  on  demand  :  and  a 
declaratory  clause  to  the  effect  was  inserted  in  the  Bank  Charter 
Act  of  1832.  And  it  was  under  this  declai'cd  common  law  right 
that  the  London  Joint  Stocks  have  been  founded 

Siicli  is  a  simple  stntenient  of  the  law  of  the  case.  And  with 
respect  to  the  Scotch  Banks  opening  branches  in  London,  or  any 
other  part  of  England  the  sole  question  is — Do  they  issue  notes 
payable  at  less  than  six  months  atler  demand  in  England  ?  The 
clear  answer  is  that  they  do  not :  and  consequently  they  have  an 
absolute  right  to  open  branches  in  London,  or  in  any  other  part 
of  Ens:land  if  they  choose 

The  sore  point  of  the  case  is  this :  the  National  Provincial 
Bank  and  the  Capital  and  Counties  Bank  have  found  it  cxpediei;t 
to  establish  their  head  ofHces  in  London  and  become  Loudon 
bankers :  and  prnlnibly  in  course  of  time  other  country  banks 
will  find  it  expedient  to  do  the  same.  But  to  do  this  they  must, 
by  the  Act  of  1820,  abandon  their  issues  in  the  provinces.  And 
they  consider  it  a  very  great  grievance  that  they  have  to  give  np 
their  lucrative  country  issues,  when  they  become  London  bankera, 
while  the  Scotch  Banks  may  do  bnsiness  In  London^  and  sLiU 
maintain  their  issDes  in  Scotland 

The  answer  to  all  this  is  that  it  is  a  matter  of  pure  and  simple 
law.  By  oi>ening  branehee  in  London  the  Scotch  Banks  do  not 
infringe  the  monopoly  of  the  Bank  of  England,  so  long  as  they 
do  not  issue  notes  payable  at  demand  in  England;  whereug 
country  banks  issuing  notes  in  the  provinci;^  directly  contravene 
the  Act  of  18^6,  if  they  do  business  in  London 

It  is  moreover  somewhat  -  that  so  much  ill  feeling  has 

beeai  creattKl  by  the  Scotch  i  i  tning  branches  in  I^ndon, 

while  a  great  Irisb  Bank,  the  National,  has  not  only  its  head 
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office  but  a  considerable  number  of  brfinehca  in  London,  and  all 
the  while  maintains  an  aiithorfscd  circulation  of  notes  in  Ireland, 
greater  than  that  of  all  the  Scotch  Banks  together :  and  yet  not 
A  word  of  objection  was  ever  made  to  it 

As  a  matter  of  fact  any  bank  in  any  part  of  the  world  has  a 
legal  rii^ht  to  open  any  nnmbcr  of  branches  in  London  or  in  any 
part  of  England,  so  long  as  it  dtX'S  not  issue  notes  payable  on 
demand  in  Kngland.  It  would  be  perfectly  comi^tent  to  the 
Scotch  Banks  to  remove  their  head  oflicos  to  London,  if  they 
chose,  as  tlie  National  Biink  of  Ireland  has  done 

Whatever  may  be  the  hanlship  or  the  injustice  of  the  case, 
the  remedy  does  not  lie  in  depriving  the  Scotch  Banks  of  their 
legal  rights  :  but  rather  in  the  thorough  revision  and  rectification 
of  the  banking  laws  of  Eui^Hand,  which  the  logic  of  facts  will 
probably  force,  hovvL-ver  unwillingly,  on  the  Government  before 
very  long 

18.  At  the  end  of  1878  the  country  was  startled  by  the 
failure  of  the  City  of  Glasgow  Bank,  which  had  suspeuded 
payment  in  1857.  The  direct<.»r9  of  the  other  Banks,  having 
learnt  wisdom  from  their  e2ti)erience  of  refusing  the  Notes  of  the 
Western  Bank  in  1857,  unanimously  received  the  Notes  of  the 
City  Bank,  and  thus  averted  a  severe  puuic.  But  the  terror  of 
the  Shareholders  of  the  other  Banks  was  so  great  at  finding  tbeni- 
eclves  involved  in  such  ruinous  liabilities  that  they  threw  thutr 
shares  on  the  market  in  vast  quantities,  and  Bank  Shares  fell 
abtmfc  30  per  cent. :  and  in  the  next  session  an  Act  was  passed  to 
enable  all  Joint  Stock  Banks  to  limit  their  liability.  This  Act 
will  be  fully  considered  in  a  subsequent  chapter 

19.  The  following  tiiUc  exhibits  the  position  of  che  Scuieli 
Hanks  in  1883— 
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CHAPTER  XIV 


ON  SOME  THEORIES  OF  CURRENCY 


1.  It  DOW  becomes  our  essential  aod  most  important  dntj  to 
iavestigate  eomo  Theories  of  Currency,  which  havo  acquired 
great  ccIeitrUy,  not  only  from  their  liistorical  interest,  as  havin^^ 
led  to  some  of  the  moat  extraordinary  and  hearln'ridiog  puhiic 
calamities  on  record,  but  because  tliey  are  still  extensively 
believed  in  at  the  present  day.  lb  ie  of  essential  importance 
not  only  to  lay  the  true  Inundations  of  monetary  science,  but  also 
to  point  out  the  fundamental  fallacies  npun  which  eonie  specious 
but  fatally  delusive  theories  rest,  which  have  brought  the  most 
disastrous  consequences  upon  those  nations  whicli  have  adopted 
them,  as  will  always  be  the  case  when  the  eternal  laws  of  nature 
are  syatematically  and  perseveringly  Tiolated 

2.  The  first  of  these  theories  we  shall  designate  as  Lawisnii 
not  because  John  Law  was  the  original  de?iscr  of  it,  but  because 
he  Wivs  the  first  who  wrote  the  most  formal  treatise  on  it,  and  he 
had  the  opportunity  of  carrying  it  out  on  the  most  extensive 
Bcaie.  His  name,  tlierefore,  must  always  be  most  prominently 
associated  with  it ;  and  it  is  one  so  specious,  but  so  dangerous, 
and  80  widely  prevalent  at  the  present  time,  that  it  requires  to  be 
branded  with  a  distinctive  name,  and  to  be  combated  with  all  the 
power  of  argameut  that  can  be  brought  against  it 

8,  The  question  shortly  stated  iB  this.  All  peraons,  except 
thr^^e  who  advocate  an  inconvertible  paper  currency,  agi-ee  that 
a  pajM^T  currency  most  i^epresent  some  article  of  value,  and  bullion 
has  l)cen  generally  chosen  for  that  purpose.  Now,  the  idea  has 
^curred  to  a  great  many  persons— If  it  is  only  necessary  that  a 
qjcr  currency  should  represent  some  article  of  value,  why 
Bhoiild  it  not  represent  any  or  all  articles  of  value,  such  as  laud, 
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corn,  eilk,  or  any  other  commoditieB,  and,  among  others,  tha 
public  funds?  And  this  has  actually  been  tried  in  aeveml 
instances,  yet  they  have  universally  failed,  and  in  many  cases 
have  been  attended  with  the  most  dreadful  calamities.  Now,  as 
this  hiLS  oniformly  happened,  and,  as  we  shall  shew  further  on, 
it  must  happen,  it  necessarily  follows  that  there  must  be  some 
radical  error  in  the  principle,  and  that  it  must  violate  some  great 
law  of  nature.  And  this  is  beyond  all  comparison  the  most 
momentous  problem  iu  Economics — Why  is  it  improper  to  issue 
ft  paper  currency  on  any  other  hftsis  than  that  of  bnlHon?  All 
the  most  eminent  British  statesmen  have  instinctively  resisted 
Buch  proposals,  although  repeatedly  pressed  to  do  so.  No  doubt 
it  has  been  a  most  fortunate  instinct  for  the  country;  but  all  their 
reasonings  on  the  subject,  if  only  pursued  to  their  legitimate 
consequences,  tend  to  that  result.  The  Bank  Act  of  1844  wna 
the  first  occasion  on  which  a  small  bit  of  this  theory  vraa 
introduced,  which,  if  only  followed  out  to  its  legitimate  con- 
elusion,  would  produce  in  this  countiy  the  horroiB  of  the 
Mississippi  scheme  in  France.  But  though  the  British  Parlia- 
ment, by  a  blind,  uni"easoning  instinct,  has  always,  with  tho 
exception  just  named,  resisted  such  fatal  advice,  this  will  not 
satisfy  the  demands  of  science.  Science  imperatively  demands 
a  reason  why  such  a  plan  is  wrong;  she  will  not  be  satisfied  with 
a  simple  dogmatic  assertion  that  it  is  wrong,  even  though  that 
dogma  may  be  right,  but  she  must  know  the  reason  why  \  and, 
until  a  true,  Bcientific  reason  is  given  why  such  plans  are  fatal, 
there  will  be  a  constant  demand  for  them 

4»  It  is,  moreover,  the  thing  which  has  brought  the  name 
of  Law  into  such  unhappy  notoriety,  l^aw  has,  in  many  res[)ect!«, 
very  great  merit  m  a  writer.  In  many  respects  he  had  clearer 
and  sounder  views  on  monetary  science ;  he  bud  infinitely  more 
practical  insight  and  scientific  knowledge  of  what  he  was  writing 
about  than  the  most  eminent  of  modern  political  economists.  In 
his  various  writings  is  to  be  found  tlie  refuUitiou  of  all  the  absurd 
follies  of  tho  Government  and  of  the  Bank  of  England  in  1811, 
But  all  thin  was  mai-red  by  a  single  defect*  He  was  the  gniit 
advocate  of  what  is  now  the  popular  cry — basing  a  paper  currency 
upon  any  article  of  value  beside  bullion*    The  only  dilTcrenco 
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between  him  aud  our  greatest  gtatesmeu  is  that  he  carried  out 
their  arguiiients  to  their  kgitimute  couclusiou.  He  had  the 
opportuuity  of  carry iug  tliis  theory  into  effect,  aud  the  result  has 
becu  to  obscure  all  his  other  merits,  and  braud  him  for  ever  as  a 
charlatan.    What,  then,  was  his  error  ? 

6.  Upon  sifting  his  theory  to  discover  his  error,  we  shall 
»btaiu  one  of  the  most  beautiful  triuniplis  of  pure  rcasoniug  to 

foujid  in  any  science.  We  shall  find  that  the  plausible  scheme, 
which  we  shall  dc&ignate  by  his  name,  is  founded  n^n  a  direct 
contravention  of  the  fundamental  conception  of  the  nature  of  a 
Currency  which  we  have  established  in  this  work,  and  the 
pi"opu8ition  wliich  directly  flowed  from  it,  viz.,  that  where  there  is 
no  Debt,  there  can  be  no  Currency.  We  shall  liud  that  these 
awful  monetary  cataclysms  which  have  shaken  nations  to  their 
foundations,  producing  calamities  more  fell  thau  famine,  tempest, 
or  the  sword,  have  been  brought  about  by  attempting  to  carry 
into  practice  a  philosophical  fallacy  which  involves  a  coutradictioQ 
in  terms 

6.  It  is  impossible  to  say  who  first  iu vented  the  theory  wo 
are  going  to  notice;  iu  fact,  it  must  have  q^ryng  up  indigeuoualy 
among  almost  any  people  who  b^gan  to  form  theories  of  Paper 
Curreucy,  Several  persons  about  the  same  time  set-m  to  have 
hit  upon  it.  The  eailieist  we  know  of  was  a  certain  Jlr.  Asgill, 
a  Member  of  Parliament,  who  paid  much  attention  to  commereinl 
questions.  The  moat  notorious  precursoi-s  of  Law  were  Dr.  Hugh 
Chamberlain,  who  brought  forward  a  rival  scheme  to  the  Bank 
of  Eoglaud  in  1CD3,  and  Mr.  Briscoe,  one  of  the  chief  prumoters 
of  the  Land  Bank  in  1C9C.  Cluvmberlaiu*s  ideas  will  bo  noticed 
a  httle  further  on.  He  strongly  accused  Law  of  having  stolen 
his  ideas  from  hira,  which  Law  strenuously  repudiates,  and  points 
out  the  distinctiou  between  them,  and  it  luust  be  allowed  thut 
Law*8  ideas  were  not  so  extravui^aut  as  Chamberlaiu's,  Law  lii-st 
published  bis  theory  in  a  tract,  called  **  Money  and  Ti-ade 
Considered,"  at  Edinburgh,  iu  1706.  He  was  the  son  of  a  gold- 
smith, and  of  dissipaled  habits,  but  of  an  extremely  acute  intellect ; 
and,  up  to  a  ceitaiu  kugth,  his  views  are  sagacious  aud  correct — 
much  more  so,  indeed^  thau  those  of  many  writers  of  the  present 
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day.  He  observed  the  extreme  poverty  and  barbaroosneas  of 
Bcjotland,  which  he  thought  mi^'ht  be  cured  by  bringing  an 
additional  quantity  of  mon^y  into  the  country;  and,  as  silrer  waa 
Bcarce,  he  attempted  to  derise  a  scheme  for  providing  a  gnbstitute 
for  it 


7.  He  begins  by  many  very  sound  and  acute  remarlcs  on  the 
value  of  comraodities,  and  the  causes  of  tlicir  chuugc  of  value. 
He  describeg  the  qualities  which  fitted  eilver  to  be  used  na  mooeyt 
fibove  every  other  commodity.  Uc  attri luces  the  very  in 
siderablo  trade  of  Scotland  to  the  small  quantity  of  mono\ 
^weseesed.  This  is  the  first  fundamental  fallacy,  t)ccause  the  fact 
VQs  it  was  just  the  reverse;  Scotland  bad  little  money  heemfse 
abe  had  little  trade.  He,  however,  perceived  the  fallacy  of 
lowering  interest  by  law.  He  then  goes  on  to  consider  the 
TariouB  means  which  liave  been  employed  to  increase  the  quantity 
of  money*  He  says  that  some  countries  have  raised  money  in 
the  denomination ;  some  have  debased  it;  some  have  prohibited 
its  export  under  the  severest  penalties ;  some  have  ol»lii.ad  tradcra 
to  bring  home  bulliou  iu  proportion  to  the  goods*  they  imported. 
But  he  says  that  all  these  mejisnres  have  been  futile  and  vain, 
and  none  of  them  have  been  found  to  increase  or  preserve  money. 
He  tlien  says  that  the  only  effectual  method  hitherto  diiscovered 
for  the  increase  of  money  was  the  erection  of  Banks.  He  then 
describes  various  banks.  Some  made  it  a  principle  to  issne  no 
more  notes  than  they  had  of  actual  bullion.  He  then  mentions 
the  Bank  of  England,  and  the  superiority  of  its  notes  over  those 
of  the  goldsmiths.  He  then  describes  the  Bank  of  Scolhmd,  and 
Bays  that  it  issued  notes  to  four  or  five  times  the  value  of  the 
money  in  the  Bank,  which  he  very  justly  says  were  equivalent  to 
BO  much  additional  money.  He  then  points  out  the  absurdity 
of  supposing  tliat  raising  the  denomination  of  the  money  added 
to  its  value,  that  if  the  shitliug  was  raised  to  ISd.,  it  paid  debts 
by  two-thirds  of  what  was  due,  but  did  not  add  to  the  money; 
"for  it  is  not  the  sound  of  the  deuominatioUj  but  the  value  of  the 
silver  is  considered,"  The  wonderful  philosophers  of  1811.  no 
doubt,  looked  down  with  prodigious  disdain  upon  Law,*  but  they 
might  have  studied  him  with  advantage.  He  then  points  oat 
with  much  detiiil  Uie  fraud  and  inutility  of  lamijcring  with  the 
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currency.  lie  describes  the  acMitiniial  effect  which  cmdit  may 
givo  to  money;  bat  says  that  ci'eJit  which  promises  a  pnyment 
of  money  cauuot  well  be  extended  iKjyond  a  cerLuin  {iroiK)iiion  it 
ongljt  to  Imve  with  the  money.  Notliing  can  be  more  judicions 
and  sonnd  tliiin  his  remarks  upon  credit— that  it  mnst  always 
vary  in  proportion  to  the  metallic  basis  it  is  built  njtou  ;  and  op 
to  this  i>oiut  his  ^ar^acity  and  penetration  arc  in  advance  of  the 
doctrines  of  a  century  hitcr;  but  here  is  the  bonndary,  after 
which  he  plauges  into  tiiat  fiital  and  deUisive  fallacy,  which  is  tho 
distinctive  feature  of  what  we  denominate  Lawism 

8,  Thinking  that  money  was  bo  scarce  in  Scotland  that  any 
credit  that  conld  \x  bnilfc  upon  it  woidd  be  insignificant,  he 
mjB — 

"It  remains  to  be  considered,  whether  any  other  goods  than 
silver  can  be  made  money  with  the  same  safety  and  convenience. 

"From  wliat  has  been  said  about  the  nature  of  money,  it  is 
evident  that  arnj  other  gootis  uiikh  hm't  the  qualitirs  neccssftry 
in  mojtet/,  may  be  made  money  equal  to  their  value 
with  safety  and  convenience.  There  was  nothing  of  humour  ur 
fancy  in  making  silver  to  be  money  ;  it  was  made  because  it  was 
thought  best  qualified  for  that  use 

**1  shall  endeavour  to  prove  that  another  money  may  Ijc 
established  with  all  the  qualities  necessary  in  money  in  a  greater 
degree  than  Rilver" 

6.  He  then  proceeds  to  shew  at  great  leugfcli  that  silver  had 
some  pectiliariUeH  that  disfpialified  it  from  l>ftng  the  liest  subs  tan  co 
to  form  money  of ;  that  it  varied  in  value  ;  that  it  had  incitased 
much  faster  in  quaiitity  than  the  demand  for  it^  and  had, 
therefore,  fallen  much  in  value.  In  fact,  he  tries  to  prove  that 
silver  had  varied  in  value  more  than  any  other  kind  of  goods, 
within  the  last  two  hundred  years  j  that  goods  would  always 
maintain  a  uniformity  of  value,  because  they  only  increased  in 
proportion  to  the  demand  ;  that  land  would  ahvays  rise  in  value, 
because  the  quantity  would  always  remain  the  same,  but  tho 
demand  would  continually  increase  ;  bat  that  silver  would  always 
fall  in  value,  as  tlie  qnantity  increased  fiister  than  the  demand 
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.  10.  Law  then  proceeds  to  deny  that  he  had  taken  his  ideas 
from  Chamberlain,  of  which  the  latter  had  accused  him  ;  and  it 
must  in  candour  bo  admitted,  that  his  ideas  were  many  degrees 
less  mad  than  those  of  Chamberlain.  Law  asserts  that  he  had 
formed  his  schemes  many  years  before  he  had  seen  any  of 
Chamberlain's  papers — "  Land,  indeed,  is  the  value  upon  which 
he  founds  his  proposals,  and  'tis  upon  land  that  I  found  mine ; 
if  for  that  reason  I  have  encroached  upon  his  proposal,  the 
Bank  of  Scotland  may  be  said  to  have  done  the  same.  There 
were  banks  in  Europe  long  before  the  doctor's  proposal,  and 
books  have  been  written  on  the  subject  before  and  since.  The 
foundation  I  go  upon  has  been  known  as  long  as  money  has  been 
lent  on  land,  and  so  long  as  an  heritable  bond  has  been  equal  to 
a  quantity  of  land" 

11.  The  difference  between  Chamberlain's  theory  and  Law's 
was  this.  Chamberlain  maintained  that  if  land  was  mortgaged 
for  100  years,  it  was*  a  good  security  for  100  times  its  annual 
value:  so  that,  if  a  man  had  landed  property  worth  £1,000 
a  year,  and  if  he  mortgaged  it  for  100  years  to  the  State,  the 
State  might  issue  notes  to  him  to  the  amount  of  £100,000,  which 
were  to  be  declared  equal  to  value  in  silver,  and  made  legal 
tender  for  their  nominal  value.  Now,  if  this  theory  be  true, 
there  is  no  good  reason  why  land  should  be  pledged  for  only 
100  years ;  why  not  for  one  million  years  ?  which  would  do  the 
thing  on  a  somewhat  more  magnificent  scale.  But  what  need 
of  stopping  there?  Why  not  pledge  it  to  all  eternity?  And 
then  every  inch  of  land  might  be  covered  with  paper  notes,  and 
they  might  be  piled  high  enough  to  reach  the  moon,  where  the 
deviser  of  this  scheme  would  probably  find  his  lost  wits.  Law 
properly  points  out  that  the  fallacy  of  this  theory  was,  that 
Chamberlain  assumed  that  the  value  of  £100  to  be  paid 
100  years  hence  is  still  £100.  He  says — "No  anticipation  is 
equal  to  what  already  is ;  a  year's  rent  now  is  worth  fifteen  years' 
rent  fifty  years  hence,  because  that  money  lent  out  at  interest  by 
that  time  will  produce  so  much."  But,  says  Lord  Macaulay— 
"  On  this  subject  Chamberlain  was  proof  to  ridicule,  to  argument, 
even  to  arithmetical  demonstration.  He  was  reminded  that  the 
fee  simple  of  land  would  not  sell  for  more  than  twenty  yean' 
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purchase.  To  say,  thererorc,  tlint  a  tcrai  of  100  years  was  worth 
five  times  as  much  as  a  term  of  tweuty  years,  mtis  to  Bay  tliat  a 
term  of  100  years  was  worth  five  tiuiea  the  fee  simple ;  in  other 
words,  that  a  hundred  was  fire  times  infinity.  Those  who 
ixiasooed  thus  were  rt-futcd  by  boin^?  told  tliey  were  usurers;  and 
it  should  seem  that  a  large  number  of  country  gentlemen  thought 
the  refutation  complete^' 

12.  Thaw's  theory  was  to  calcuhite  the  value  of  the  fee 
Bimple  of  the  land  at  twenty  years' purehase  and  to  coin  notes 
tu  the  value  of  that  amount,  and  advance  them  to  the  owner 
of  the  land.  This  jjlan,  therefore,  had  a  limit,  however  absurd  it 
was.  It  was  bounded,  in  tlic  fii'st  instance,  by  the  value  of  the 
land  expiwssed  in  silver  money,  but  Chamberlain's  bud  positively 
no  fimit  at  all  to  carry  it  out  to  its  fiill  length;  the  advance 
mjt^ht  be  made  to  iulinity;  confiL'(iuentlyj  in  matheoiatieal 
language,  we  should  say  that  Chamberluiu  was  infimteli^  more 
mad  than  Law 

13.  Law  showed  tliat  notes  issued  uiwn  Chamberlain's  phin 
would  immediately  fall  to  a  heavy  discount ;  but  yet  be  says  that 
though  £500  of  these  notes  were  only  equal  to  £100  in  silver, 
yet  the  nation  would  have  the  same  advantage  by  that  £500  in 
notes  as  if  an  addition  of  £100  had  been  made  to  the  silver 
money 

**  So  far  as  ihsse  bills  fell  umUr  the  value  of  silver  money ^  so 
fitr  would  exchange  with  other  countrm  be  raided,*  And  if 
goods  did  not  keep  their  price^  t.^.,  if  they  did  not  sell  for  a 
greater  quantity  of  these  bills,  equal  to  the  difference  l>etwixt 
them  and  silver,  goods  exported  would  be  undervalued,  and  guods 
imported  would  be  overvalued 

"The  landed  man  would  have  no  advantage  by  this  pro[K)Bal, 
tmfew  Jie  ourd  deU^  for  though  he  received  £50  of  these  bills  for 
the  same  quantity  of  victuals,  he  wos  iu  use  to  receive  £10  silver 


*  'i'liifl  i«  the  firai  occAiiiaQ  that  we  are  rwu-«  of  on  which  the  great  principle^ 
tliftl  ft  dcpreciaUoii  of  the  paper  onrrenej  would  produce  a  tidl  in  the  fortigu 
ildiftagoef  which  wu»  su  ardcully  ooiitMted  in  ISll  imd  wubscqui'nt  yc'ivr»,  i« 
■Mtfted*    And  U  ha#  ftU  the  move  ment,  thftt  U  it  e  ^reditHan  and  not  jui 
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money ;  yet  that  £50  would  only  be  equal  in  value  to  £10  of 
silver,  and  purchase  only  the  same  quantity  of  home  or  foreign 
goods 

"  The  landed  man  who  had  his  rent  paid  him  in  money  would 
be  a  great  loser,  for,  by  as  much  as  these  bills  were  under  the 
value  of  silver,  he  would  receive  so  much  less  than  before 

"  The  landed  man  who  owed  debt  would  pay  his  debt  with  a 
less  value  than  was  contracted  for,  but  the  creditor  would  lose 
what  the  debtor  gained  " 

Oh  that  the  philosophers  of  1811  had  only  pondered  over  this 
extract  from  John  Law 

14.    Law  then  shows  that — 

"  Notwithstanding  any  Act  of  Parliament  to  force  these  bills, 
they  would  fall  much  under  the  value  of  silver;  but  allowing 
that  they  were  at  first  equal  to  silver,  it  is  next  to  impossible  that 
two  different  species  of  money  shall  continue  equal  in  value  to 
one  another 

"  Everything  receives  a  value  from  its  use,  and  the  value  is 
rated  according  to  its  quality,  quantity,  and  demand.  Though 
goods  of  different  kinds  are  equ'al  in  value  now,  yet  they  will 
change  their  value  from  any  unequal  change  in  their  quality, 
quantity,  or  demand 

"  And  as  he  leaves  it  to  the  choice  of  the  debtor  to  pay  in 
silver  money  or  bills,  he  confines  the  value  of  the  bills  to  the 
value  of  silver  money,  but  cannot  confine  the  value  of  the  silver 
money  to  the  value  of  the  bills,  so  that  these  bills  must  fall  in 
value  as  silver  money  falls,  and  may  fall  lower,  may  rise  above 
the  value  of  these  bills,  but  these  bills  cannot  rise  above  the 
value  of  silver  " 

16*  Law  succeeds,  with  great  skill  and  acumen,  in  exposing 
the  wild  insanity  of  Chamberlain's  plan,  and  truly  predicts  the 
results  which  would  follow  from  it,  or  at  least  some  of  them, 
for  there  are  many  important  ones  he  has  omitted.  The  exact 
consequences  which  he  predicted  were  manifested  in  Ireland 
and  England  a  century  later;  and  the  sentences  we  have  quoted, 
if  we  did  not  know  their  origin,  might  have  been  supposed  to 
have  been  written  to  rebuke  the  folly  of  the  directors  of  the 
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Banks  of  Ireland  anrl  England,  and  tbe  mercantile  wltuesscs  of 
1804  and  1810.  But  having  dcmoiyied  Chamberlain,  be  cornea 
to  his  own  proposal,  which  he  says  is  '*  to  make  money  of  land 
equal  to  its  vnhie,  ajni  (hat  monnj  to  he  equal  in  vaiue  to  silver 
monmj^  and  not  liahlt  to  fall  in  value  as  sih'ir  moMy  falls' 
ITe  t]ien  says— '*  Any  groocts  that  have  the  qualities 
necessary  in  money,  may  be  made  money  equal 
to  their  value.  Five  ounces  of  gold  is  equal  in  valtie  to 
£20,  and  may  t>o  mode  money  to  that  Talne;  an  acre  of  land, 
rented  at  two  bolls  of  victual,  the  victual  at  £8,  and  land  at 
twenty  years*  purchase,  h  equal  to  £20,  and  may  be  mude  money 
equal  to  that  value,  for  it  has  all  the  C|naHtica  necessary  iii 
money '' 

18,  In  this  sentence  is  concentrated  the  wliolc  essence  of 
that  eternal  delusion,  bo  epcciune  and  plausible,  and  so  fatal, 
w*hi<:h  we  desftrnnto  as  LAW  ISM.  It  is,  indeed,  nothing  but  the 
ptn|»endoU8  fallacy  thai  money  represents  commodities^  and  that 
paper  currency  may  hi  based  upon  commodities.  This  delusion 
is  deeply  prevalent  in  the  public  mind  at  the  present  day,  and 
probably  there  are  few  persons,  except  those  who  have  studied 
the  true  philosophical  principles  of  Politfeal  Economy,  whose 
views  are  not  deeply  tainted  with  this  infection.  Ko  man  who 
does  not  thoroughly  understand  the  great  fundamental  doctrine 
established  by  Turgot  and  others,  that  money  does  not  represent 
commoddies^  can  ever  have  sound  ideas  on  this  subject.  Money 
does  not  represent  commodities  at  all,  but  only 
DEBT,  or  services  due,  wMch  have  not  yet  re* 
ceived  their  equivalent  in  commodities.  Now,  the 
vi*  W6  of  Law  .ire  inach  more  exten^^ivoly  prevalent  than  is 
gcnendly  suppctsied.  All  thnf;c  who  think  that  there  is  any 
necessary  conuectiun  between  the  quantity  of  money  in  a  country 
tnd  the  quantity  of  commodities  in  it  are  influenced  by  thera. 
Take  the  case  of  a  private  individual.  Is  there  aoy  necessary 
relation  between  the  quantity  of  money  he  retains  and  the 
quantity  of  commodities  he  purehuses  ?  The  quantity  of  money 
\v:  hiia  18  just  the  quautity  of  debt— of  services  due  to  him — 
which  he  has  not  yet  parted  with  for  something  else.  It  is  the 
quantity  of  [K)wcr  of  Durelcising  commodities  he  has  ovar  and 
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iilxivo  what  he  hm  nlrea^y  oxpeuded.  And  the  quaotitj  of  moDe]r 
II  nntiori  |)ohv^phhoh  h  wimply  the  quantity  of  accninulutt^  industry 
it  jwipmeMHi'H  over  uiid  above  nil  commodities,  bat  they  Lave  oo 
rt'Iutiritj  wfmd'vcr  to  ouch  other*  Now,  money  docs  not  represL-nt 
nniiiuoilillt'K,  hut  it  icpiicHoiitfl  that  portion  of  a  man'-  ^' 

whk'h  IN  pn-Kcrvod  for  futnru  nsc.  Whatever  a  man  ea: 
IVnlt  of  \\\n  induHtry,  money  inchided ;  and  none  of  these  geparat^' 
II mm  ffipnmtts  anytiiing  else,  though  it  may  be  exfha^igtd  lor 
oIIht  tliiuf(n,  Now,  the  value  of  money  dej>ends  ojKjn  ilB 
icl<ttion«  to  whut  it  roprcsouts,  namely  debt,  and  not  to  com- 
iHoditiuM,  If  money  or  currency  increases  faster  than  debt  or 
H4«r\'iuufl  duo,  it  immediately  causes  a  diminution  of  its  value. 
If  di'ht  ineivflses  faster  than  moiiuy  or  curi-ency,  tlien  the  faluo 
nf  tijofiuy  IB  rnificd.  The  inftdlible  consequence,  therefore,  of  an 
inerenae  of  currency,  without  a  corresponding  increase  of  debt, 
U  to  chaui^'o  the  existing  proportion  between  debt  and  currency^ 
(Hid  to  cnuHc  a  dqavciution  of  the  latter  commeneurute  to  the 
(Oiiin^nd  projiortiuij.  The  neecBsary  and  inevitable  consequence, 
tlnn,  of  iKKuiuK  Viwt  quantities  of  paper  currency  on  the  assumed 
value  of  property,  is  simply  to  cause  a  total  subversion  of  the 
ruimilatioii  ui  all  value  and  of  all  property,  and  to  plunge  every 
lUvtliLur  iiiLu  inclriLtvuble  ruin 

17.  In  lact,  u  inomcut*8  consideration  will  shew  that  the 
llii'ory  i>\  hximi^  w  pnptvr  cuiTency  on  commodities  involves  this 
pul|iabl«!  (HniLi'adirtioii  in  terms,  that  one  can  buy  corn- 
mod  iti  68  and  also  have  the  money  as  well.  When 
tt  man  buyK  commodities  with  money,  he  gives  either  a  portion 
of  his  own  iinlu8try  r(>preJ?*:nUjd  by  that  money,  or  a  portion  of 
some  one  else's  industry  who  gave  him  the  money.  But  it  is 
quite  clear  thai  fw  cannot  buy  ifw  commoditm  and  keep  hh  mont'tj 
a»  wdL  U  is  exactly  the  same  with  a  nation.  A  nation  cannot 
buy  commodities  and  have  the  money  it  bought  tlieiu  with  as 
viell,  wliich  is  the  pritieiple  noeemirily  involved  in  issuing  paf)er 
currency  ii»  the  repretienLative  of  wmmudities.  But  the  muuey 
of  tlie  nation  ib  the  mode  and  form  in  which  the  acconmliuioa 
of  JuduAtry  whicti  ha«  not  yet  been  spent  In  commoilitieM  is 
preserved;  and  if  a  nation  wants  iither  commodities  bedsides  what 
It  hai  got,  it  inu6t  pay  for  them  either  with  muuey,  or  with  the 
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goods  it  has  already*  The  idea  of  basing  paper  currency  upon 
commodifcies  is  just  as  wild  and  absurd  as  if  England  were  to  sell 
ber  cotton  goods  to  America  for  coin,  and  tben  demand  back  her 
cotton  goods.  The  only  result  of  such  an  attempt  earned  out 
into  practicG  mnsfc  be  the  most  tremendons  convulsions,  and 
destruction  of  credit  and  all  monetary  contracts 

18.  Lasv,  as  we  have  seen,  immediately  saw  through  it,  and 
exposed  the  ridiculous  absurdity  of  Chamberlain's  prop(>sal.  His 
own  was  that  the  value  of  all  the  land  in  Scotland  should  be 
estimated  at  20  years'  purchase,  and  that  a  parliamentary  com- 
mission fihoold  be  appointed  with  power  to  issue  an  inconvertible 
papca'  currency  to  that  amount.  lie  says^^Tho  paper  money 
proposed  will  be  equal  in  value  to  silver,  for  it  will  have  a  value 
in  land  pledged  equal  to  the  same  sum  of  silver  money  that  it  is 
^ven  out  for.  .  .  .  Tliin  paper  money  will  not  fall  in  value, 
BB  silver  money  has  fallen  or  may  fall " 


18.  We  most,  therefore,  be  careful  to  be  just  to  Law.  Ho 
was  no  advocate  of  an  unlimited  inconvertible  paper  currency. 
Qaibe  the  reverse.  But  seeing  that  a  convertible  paper  currency 
could  only  be  based  upon  bollion  to  a  certain  limited  extent, 
preserving  its  equality  in  value  with  bullion,  his  idea  was  to  base 
a  paper  currency  upon  some  other  article  of  value.  And  he 
thonght  that  it  might  preserve  its  equality  in  value  to  silver  on 
an  independent  basis.  His  idea  was,  that  it  is  only  necessary 
to  have  it  represent  some  article  of  value.  But  this  attempt  was 
contrary  to  the  nature  of  things.  His  paper  cunx?ncy,  though 
a^'owedly  based  upon  things  of  value,  had  exactly  the  same 
pmctical  effects  as  if  it  had  been  based  upon  silver.  It  became 
redundant,  and  swamped  everything.  And  the  reason  is  plain. 
It  was  a , violation  of  that  fundamental  principle  we  have 
obtained — '*  Whwe  there  is  no  debt  there  mn  he  no  currmmj'^ 
And  the  fresh  quantities  of  currency  issued  on  such  a  priociple 
only  represent  the  previously  existing  amount  of  debt,  and  then 
suffer  a  necessary  diminution  in  value.  The  necessary  and 
Inevitable  consequence,  then,  of  issuing  vast  quantities  of  paper 
carrency  on  the  assumed  yalae  of  property  Ib  simply  to  cause 
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n  total  BubvcTsion  of  the  fottudatioa  of  all  value  and  of  all 
propiTty,  and  to  plunge  every  creditor  into  irretrievable  rrnn 

80.    To  f^ive  a  full  account  of  Law*8  banking  career  in 

Fruiicu  wouW  fur  exceed  our  limits,  and  to  give  an  imperfect  one 
wotiM  bo  of  no  use.  Wo  must,  therefore,  content  oui-selvea  with 
n'frrring  Lhofle  of  our  readers  who  want  information  on  the 
RuUji'i't  to  our  Dictionary  of  Political  Economy^  Art.  Battkimi  in 
Fiancet  wIuto  w  full  uccount  of  Law^s  scheme  ia  given.  It  may  be 
MUltldiMit  to  Bay  that  his  career,  like  hia  writings,  ia  divided  into 
tu'M  iliMtiuct  purtions.  Elis  writings  are  on  Banking  and  Paper 
Orodlt»  lunl  IiIh  sduMno  for  Paper  Money,  which  are  quite 
illMtiiici  ft'iMU  each  other.  Nothing  can  be  sounder,  or  more  judi- 
i^itniM  than  the  lirst.  llo  clearly  saw  that  pajx-r  credit  most  l>e 
liriiikul  by  ujxTic— his  sclicmc  was  to  create  a  Paper  Money, 
bi'Viitid  thr  limitH  of  Paper  Credit  based  on  s[)ccie,  which  he  ex- 
p«'(  It'd  wtinld  muinluin  an  L'<iuulity  of  value  With  specie.  Molti- 
tiidcH  of  pwple  have  thought  the  same,  and  multitudes  of  people 
iM'lievo  in  li  to  the  pa-^uit  hour.  In  1705  the  Parliament  of 
Ht'otlaml  fortunately  turned  a  deaf  ear  to  Law*s  specious  proposal 
of  tToating  Paper  Mniioy  based  upon  land.  In  1855  the  reprc- 
•cnlativcM  of  commerce  in  the  same  city  which  had  rejected  Law's 
plan  1  GO  years  before  memorialisjed  the  Government,  and  **  do  most 
oiiiplmtleally  object  to  tho  plan  of  restricting  the  security  (u|k)u 
wliirh  ihi"  Piipor  currency  is  bused)  to  the  poi^sessiou  of  gold  alone," 
which  is  Biinply  Lawiwrn 

Nothing  i'ould  be  more  extraordinary  than  the  restoration  of 
proHperity  niimed  by  the  foundation  of  Law's  Bank  in  1716.  U 
is  pmbuhly  one  of  tho  most  marvellous  transitions  from  the 
dcptbii  of  mi35<!ry  to  the  heigfit  of  prosperity  in  so  short  a  space 
of  timr)  in  Uio  annals  of  any  nation.  And,  if  Law  had  confiued 
hiniHc'lf  to  that  ho  woulti  have  bt^en  one  of  the  greatest  benefactora 
rvny  uiition  ever  had.  It  wna  only  when  after  three  years,  he  had 
attained  the  very  pinnuele  of  success,  that  he  determined  to  carry 
out  htii  Kchemo  of  Paper  Money,  which  wiis  the  famous 
MiMHifi'<i]ipi  scheme 

The  next  exami>lc  of  Lawiam  was  the  Ayr  Bank.  The  pro- 
prictoi"H  of  this  Bank  were  enonnously  wealthy,  and,  because  they 
wrro  HO,  they  thought  that  their  known  wealth  would  sustain  the 
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credit  of  any  amount  of  paper  issues.  But,  alas  I  their  experience  too 
fully  and  filially  verified  the  sagacity  of  the  directors  of  the  Baak 
of  Scotland,  who,  iu  1727,  in  answer  to  proposiils  for  enlarging 
their  credit,  said— "  For  the  quota  of  credit  in  a  banking  company 
musl  be  proportionate  to  ths  stock  of  S2wm  in  the  nation^  learned 
and  understood  by  long  experience,  and  not  extended  to  a  capital 
stwk  subscribed  for,  which  cannot  in  the  least  help  to  support  the 
company's  credit,  if  the  specie  of  tlio  nation  decay."  This 
doctrine  contains  the  refutatiori  of  many  wild  schemes,  and  the 
true  plan  of  regulating  a  paper  currency,  is  simply  to  discover  how 
a  certain  proportion  shall  be  maintained  between  specie  and 
credit 


21.  The  third  great  outburst  of  Law  ism  took  place  in  the 
same  country  that  witnessed  his  first  exploits.  In  preparation  for 
it,  Law's** Money  and  Trade  Considered**  was  translated  into 
Fi-ench  in  1780,  as  if  all  the  memory  of  the  gi^eat  catastrophe 
ixty-nine  yeara  before  had  perished.  The  National  Assembly  had 
mfiscated  tlie  property  of  the  Church,  bat,  instead  of  yielding 
a  revenue,  it  cost  the  nation  £2,000,000  a  year  more  than  it 
produced  and  in  a  few  years  au^'raeuted  the  public  debt  by 
£7,000,000,  The  prot>erty  seized  was  valued  at  £80,000,000 
The  expense  of  management  required  that  it  should  be  sold,  but 
no  purchasers  could  be  found ;  for  all  persons  iu  that  terrible 
political  earthquake  wislied  to  have  their  property  iu  sis  portable 
shape  as  possible,  and  few  were  willing  to  trust  to  a  revolutionary 
itte.  In  this  dilemma,  the  municipalities  agreed  to  purchase  a 
considerable  portion  of  it,  in  the  first  instance,  and  resell  it  iu 
mnaller  portions  to  individuals.  But,  as  there  was  not  specie 
enough  to  complete  the  sale,  they  issued  their  promissory  notes 
to  the  public  creditor,  to  pass  current  until  the  time  of  payment 
came ;  but  when  they  became  due,  the  municipalities^  hud  no 
means  of  discharging  them.  To  meet  them  the  Assembly,  in  tlie 
spring  of  1790,  authorised  the  issue  of  £10,000,000  of  asfignats 
on  the  security  of  the  Und.  In  September,  further  issues  to  the 
amonut  of  £32,000,000  were  authorised.  The  additional  issues 
vmwi  warmly  opposed  by  Talleyrand  and  utlier  leadei-s,  who 
j>rcdictcd  their  depreciation;  but  Mirabeau  strongly  sijpp(>rtcd 
them,  denying  the  possibility  of  their  depreciation,  saying — 
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**  It  is  vain  to  oBsimilate  assignats  secured  on  the  aolid  basis  of 
these  domains,  to  an  ordinary  paper  currency  possessing  a  forced 
circuIatioD.  They  represent  real  prop<'rty,  the  most  secure  of  all 
possessions  the  land  on  which  we  tread.  Why  is  a  metal  Ho 
circulation  Eolid  ?  Because  it  is  based  upon  subjects  of  real  and 
durable  value,  m  the  land  which  is  directly  or  indirectly  the 
source  of  all  wealth.  Paper  money,  wo  are  told,  will  become 
superabundant ;  it  will  drive  the  metallic  out  of  circulation.  Of 
what  paper  do  you  speak  ?  If  of  a  paper  without  a  solid  baai«, 
undoubtedly ;  if  of  one  based  on  the  firm  foundation  of  landed 
property,  never.  There  may  be  a  difference  in  the  value  of  ii 
circulation  of  diflferent  kinds  ;  but  that  arises  as  frequently  fixnn 
the  one  which  bears  the  higher  value  bein^  run  after,  as  from  the 
one  which  stands  the  lower  being  shunned— from  gold  being  in 
demand — not  paper  at  a  discount.  There  cannot  be  a  greater 
error  than  the  terror  so  generally  prevalent  as  to  the  over-issue 
of  asstgnats*  It  is  thus  alone  you  will  pay  your  debts,  pay  your 
troops,  advance  the  revolution.  Re-absorbed  progressively,  in 
the  purchase  of  the  national  domains,  this  paper  money  can 
never  becouie  redundant,  any  more  than  the  humidity  of  the 
atmosphere  can  become  excessive,  which  descends  in  rills,  fiuds 
the  river,  and  ia  at  length  lost  in  the  mighty  ocean  " 

22.  Although  these  assigfiats  bore  4  per  cout.  interest,  they 
had  become  depreciated  in  June,  1700  ;  by  June,  17D1,  they  had 
lost  one-third  of  their  value.  In  September,  1792,  further  issues 
were  decreed.  The  two  preceding  Assemblies  had  authorised 
(Lssignata  to  the  amount  of  2,700,000,000  francs,  equal  to 
£l:iO,000,000,  to  be  fabricated,  of  which  only  200,000,000  fi'auci* 
remained  unspent.  On  the  11th  of  April,  179JJ,  the  Gonvenlioii 
decreed  six  years*  imprisonment  in  chains  to  any  one  who  bought 
or  sold  assiguats  for  any  sum  in  specie  dilferent  to  their  nominid 
value,  or  made  any  diffeixinoe  between  a  money  price  and  a  pajier 
price  in  payment  of  goods.  Vain  elTort  I  In  June  the  assigiiat 
had  fullen  to  one- third  of  its  value,  and  in  Angnst  to  oue-^^iith. 
The  exchange  witli  London  foil  exactly  in  a  cora^spondiug  ratio 
with  the  depreciation  of  the  as&ignat  at  homo.  In  June,  1791, 
it  fdl  to  2:3;  in  January,  1792,  to  18;  in  March,  1793,  to  14;  in 
June,  1793,  to  10 ;  on  the  ^'nd  of  August  it  was  as  low  as  4^  (  on 
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the  18Lh  of  October  it  had  risea  to  8  ;  but  after  that  it  ceased  to 
be  quoted  at  all.  CaniboD,  the  Minister  of  Fimmcc,  proposed  i^ 
further  iinmcdiHtc  issae  of  800,000,000  of  fraacs,  equivalent  to 
about  £33,000,000,  in  addition  to  the  quantity  already  issued. 
The  public  domains  he  c^dculatod  at  £350,000,000.  Hence  upon 
the  theory  of  Law  and  Mirabeau  there  was  au  ample  margin,  atid 
the  assignats  should  not  have  been  depreciated  below  the  vuliie 
of  siher;  and,  in  fact,  according  to  them,  it  was  impossiblo 
they  should.  Wouderful  commentary  upou  the  wisdom  of  the 
philosophers,  who  maintain  that  if  a  paper  currency  only  i-epre- 
Bcnt^  mto,  it  cannot  be  depreciated! 

23.  Wo  must  refrain  from  detailing  the  terrible  misery 
cauftcd  by  the  forcible  igaue  of  aasignats,  whicli  were  legal  tender 
at  their  nominal  amount,  the  destruction  of  debts,  the  famine 
from  the  Brarcity  of  provisions,  the  laws  of  the  maximum^  the 
penalty  of  death  enacted  against  all  who  bliould  keep  back  their 
produce  from  the  market.  All  specie  disappeared  from  the 
country  and  from  circulation ;  those  who  possessed  any,  not 
deeming  it  secure  from  rcvoliuiouary  violence,  exported  it  to 
Ijondon,  Hamburg,  Amsterdam,  and  Geneva.  But  many  [x-rsona 
Btoutly  maint4iined  In  panijldets,  that  it  was  not  the  pa])er  which 
was  depreciated  but  the  sim-cic  which  had  risen 


24.  The  intolerable  misery  caused  by  this  state  of  things 
induced  the  Government  which  succeeded  the  Reign  of  Terror 
to  make  an  attempt  to  withdraw  a  portion  of  the  assignata  from 
circulation  by  drmomtizinfj  them,  that  is,  depriving  them  of  their 
quality  of  money,  and  furciug  their  holders  to  receive  pajment 
in  land  for  them.  Bnt  when  a  man  wanted  to  buy  food  to  eat, 
what  was  the  use  of  giving  him  laud  ?  The  report  that  a  portion 
of  the  assignats  were  going  to  be  demonetized  scut  down  their 
value  still  lower,  and  a  decree  against  it  was  obliged  to  be  p;issed 
to  appease  their  holders.  All  sorts  of  plans  were  devised  to 
withdraw  them  from  circulation  ;  lotteries,  tontines,  a  land  Imnk, 
where  they  were  to  be  lodged  and  l^i-ar  3  per  cent,  interest.  But 
the  constnut  issue  of  thenj,  R-tjuirtd  for  the  nccessjiry  payments 
of  the  State,  rendered  all  such  attempts  useless 
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26.  In  JaDUory,  179C,  the  assignats  in  circalation  araonnted 
to  forty-five  milliards,  or  about  £2,000,000,000,  aod  the  paijer 
moiiey  had  fallen  to  one  thousandth  part  of  its  nominal  value. 
The  Government  then  determined  to  issue  ferritoruil  niamlatti^ 
at  the  rate  of  30  assijLrnats  to  one  maudate,  which  were  to  be 
exchangeable  dii-eetly  fur  land,  at  the  will  of  the  holder,  on 
demand.  The  certainty  of  obtaining  land  for  them  made  them 
rise  for  a  short  time  to  80  j>er  oent.  of  their  nominal  value ;  but 
necessity  compelled  the  Government  to  issue  £100»000,000  of 
these  mandates  secured  upon  land,  supposed  to  be  of  that  value. 
This  prodi*(ioU8  issue  sent  the  mandates  down  to  nearly  the  same 
discount  as  the  assignats  were,  and,  eonsetjUently,  as  one  mandate 
was  equal  to  30  assignats,  the  latter  had  fallen  to  nearly  the 
thirty- thousandth  part  of  their  nominal  value.  At  length  on  the 
16th  of  July,  179G,  the  whole  eystem  was  demolished  at  a  blow, 
A  decree  was  published  that  every  one  might  transact  businesa 
in  the  money  he  chose,  and  that  the  muudates  should  only  bo 
taken  at  their  current  value,  which  should  be  published  every 
day  at  the  Treasury.  Two  days  afterwardjs  it  ^vaa  decreed  that 
the  national  property  remaining  uudinposed  of  should  be  sold 
for  mandates  at  their  current  value.  As  a  matter  of  coui'se  the 
public  creditors  received  payment  of  their  debta  in  the  ^auie 
proi>ortioE 

20.  No  sooner,  however,  was  this  great  blow  struck  at  the 
paper  currency,  of  making  it  pass  at  its  current  value,  than 
specie  immediately  reappeared  in  circulation.  Immense  hoai^s 
came  forth  from  their  liiding  places;  goods  and  comrooditteB 
of  all  sorts  being  very  cheap  from  the  anxiety  of  their  owners 
to  possess  money,  caused  immenso  sums  to  be  imjwrted  from 
forei*?n  countries*  The  exchanges  immediately  turned  in  favonr 
of  France,  and  in  a  short  time  a  mct*dlic  currency  waa 
permanently  restored.  And  during  all  tlie  terrific  wars  of 
Napoleon  the  metallic  standard  woa  always  maintained  at  ita 
fail  value 


27.     One  thing,  however,  we  cannot  help  noticing.     When 
describing  the  history  and  effects  of  Uie  ajjsignata,  nothing  can 
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be  more  clear  and  correct  thaii  the  narrative  of  Sir  Arclribtvld 
Alieou.  He  sees  clearly  that  ad itlerence  in  value  between  the 
n^58ignat  and  specie  was  truly  a  discount,  or  fall  in  the  value  of 
paper.    Thus  he  says  :* 

"Thej  for  some  time  maintained  their  value  on  a  par  with 
metallic  currency.  By  degrees,  however,  the  increasing  issue 
paper  cun-eucy  produced  its  usual  effect  on  public  credit ;  tlie 
value  of  money  fell,  while  that  of  every  other  article  rose  in  a 
hi^h  proportionj  and  at  length  the  excessive  inundation  of 
lictitious  curreney  caused  a  universal  panic,  and  its  vulue  raipidiy 
sank  to  a  merely  nominiJ  ratio.  Even  in  June,  17'J0,  the 
deprociation  had  become  so  considerable  as  to  excite  s<;riuu8 
panic  '* 

Again,  speaking  of  1791,  p.  3U5 — 

**  Public  and  private  credit  had  alike  perished  amidst  the 
geuenil  convulsions.  Specie  had  disuppeaix'd  from  circ(datiot». 
The  asaiguat  hnd/alkn  to  a  third  of  its  value— [This  is  out  qaito 
correct;  at  this  time  the  assignat  had  lost  one*third  of  its  value, 
not  fallen  to  one-third  of  it] — and  occasiuued  sudi  an  amount 
of  ruin  to  private  fortunes  that  numbers  already  wished  for  a 
return  to  the  ancient  rerfime 

*'iyhile  the  unlimited  issues  of  assignats,  at  whatever  rafe  of 
dUcQunl  they  might  pass,  amply  provided  fur  all  the  present  and 
probable  wants  of  the  Treasurj^  the  vast  and  increasing  expendi- 
ture of  the  Republic  could  only,  amidst  the  total  faUore  of  the 
taxe^  be  supplied  by  the  issue  of  assignats ;  and  this,  of  couree, 
by  rendering  paper  money  redundant,  lowered  its  value  in  ex- 
change with  other  commodities,  and  occasioned  a  constant  and 
even  friglitful  rise  of  prices 

'*  All  the  persona  employed  by  Government,  both  in  the  civil 
and  miliUiry  departments^  were  paid  in  the  paper  currency  at 
par ;  but  as  it  rapidly  Pell,  from  the  enormous  qnantity  in  circn- 
latiou,  to  a  tenth  part,  and  soon  a  twentieth  of  its  real  value,  the 
pay  recseived  was  merely  nominal,  and  those  in  receipt  of  the 
largest  apparent  incomes  were  in  want  of  the  common  necessaries 
of  life.     Pichegru,  at  the  head  of  the  army  of  the  North,  with  a 

•  ITittory  of  Europe,  Vol  /A,  p,  21%  Itk  Edit, 
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nominal  pay  or  4,000  francs  a  month,  was  in  the  actnal  receipt, 
on  the  Rliine  in  1795,  of  only  200  francs,  or  £8  sterling  of  gold 
ond  silTer 

*'  The  funds  on  which  the  enortnons  paper  circulation  was 
based  embrneiDg  all  the  confiscated  property  in  the  kingdom  in 
land,  houRC'S,  and  movcablei*.  were  estimated  at  fifteen  ininiardB 
of  francs,  above  £COO,OOOjOOO  sterling;  but,  in  the  distracted 
state  of  the  country  few  pnrchnsers  conld  be  found  for  such 
immense  national  domains;  and,  therefore,  the  security  for  all 
practical  poqiosea  was  merely  nominal.  The  consef^uencc  was 
that  the  assignat  fell  to  one-twelfth  of  its  real  value ;  in  other 
words,  an  assignat  for  24  francs  was  worth  only  2  franca;  that  is, 
a  note  for  a  pound  was  worth  only  1*,  8i^. 

*'  Foreign  commerce  having  begun  to  revive  with  the  cessation 
of  the  Eeign  of  Terror,  sales  being  no  longer  forced,  the  assiffmt 
was  hroufjhi  into  comparison  with  the  cunmcij  of  other  countrm^ 
and  its  enormous  inferiority  precipitated  still  further  its  fall 

**  By  no  possible  measure  of  finance  could  paper  money,  worth 
nothing  in  foreign  states,  from  a  distrust  of  its  security,  and 
rednndant  at  home  from  tTCfmve  fV*Mr,  bo  maintained  at  an  v  thing 
like  an  equality  with  gold  and  silver.  The  mandates  were,  in 
truth,  a  reduction  of  ossignata  Ik*  a  thirtieth  part  of  their  value; 
but,  to  be  on  a  par  with  the  precious  metals,  they  should  have 
been  issued  at  one-thousandth  part,  being  the  rate  of  discount  to 
which  the  original  paper  had  now  fdlcn 

"  The  excessive  fall  of  the  paper  at  Itingth  made  all  classea 
perceive  that  it  was  in  vain  to  pursue  the  chimera  of  npholdiug 
its  vtdue.  On  the  ICth  July,  17Dt>,  the  measures,  amounting  to 
an  open  confession  of  a  bankruptcy  which  had  long  existedt  were 
adopted  " 


28.  We  havo  quoted  tliese  pjissages  for  the  purpose  of 
shewing  how  completely  Sir  Archibald  Alison,  when  he  h 
Bpcaking  of  the  paper  currency  in  France,  acknowledges  the 
great  principle  that  the  value  of  the  paper  currency  is  only  to  be 
estimatfd  at  the  value  it  will  punlmse  in  sfKscie,  that  the  measure 
of  the  diHerenco  betweeo  the  ixiil  and  the  nominal  value  is  ita 
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drpncittfi'onj  and  that  a  payment  in  coin  at  tl)e  current  value  of 
the  paper  currency  h  a  National  Bankruptcy.  Yet,  fitich 
in  the  amazing  inconsistency  of  this  writer,  that  when  he  comes 
to  s[»enk  of  the  paper  currency  of  England,  which  exhibited 
exactly  the  same  phenomena,  only  on  a  smaller  scale,  he  reso- 
hik'ly  dct)ics  that  it  was  depreciated.  AVhen  the  French  assignut 
hiid  lost  one-third  of  its  valnc  compared  to  specie,  in  171U,  he 
Jicknowledtycs  that  it  was  flqtrccmfpd;  when  tlic  Bank  of  England 
note  in  1811  had  lost  one-fourth  of  its  yalae  compared  to  specie, 
it  was  not  the  note  which  had  fallen,  bnt  gfold  which  had  risen  1 1 
When  assit^nats  were  made  legal  tender  in  France  at  their 
nominal  value,  specie  disap|)eared  from  circulation.  8ir  Archibald 
Alison  estimates  the  de|>reciatioB  of  the  assignat  by  the  difference 
bt^tween  the  current  and  the  nominal  value  of  the  assignat ;  bnt 
when  the  Bullion  Committee  estimated  the  depreciation  of  the 
Bnnk  note  by  the  difference  between  its  nominal  and  its  current 
or  market  value,  he  reads  a  homily  to  them  npon  their  ignorance 
nud  folly,  talks  of  the  **goneml  delusion  w^hich  so  long  had 
pi-evailed  npon  the  subject,  wlicn  it  is  recollected  not  only  that 
the  true  principles  of  this  ai)[>arontly  difhcuU,  but  really  simple 
branch  of  national  economy,  which  arc  now  generally  admitted 
were  at  the  time  most  ably  expounded  by  many  men  both  in  and 
ont  of  Parlii^ment,  but  that,  in  the  examination  of  ijome  of  the 
leading  merchants  of  Lond<»n  before  the  Parliatnentary  Com- 
mittee on  the  subject,  the  truth  was  tuld  with  a  force  and 
pi-eci.sion  which  it  now  ap]:jears  surprising  any  one  could  resist.*' 
This  truths  which  was  told  with  such  irresistible  force  and 
precision,  w^ns  that  twenty-seven  was  equal  to  twenty-one  I  He 
then  acknowledges  that  it  was  a  national  bankruptcy  of  the 
French  Government  to  pay  its  notes  with  a  less  amount  of  Bpeci*' 
than  their  nominal  value;  but  nothing  can  exceed  the  bitternesii 
of  his  invective  against  the  Currency  Act  of  1819,  which  pro- 
vi<liMl  that  the  Bunk  of  England  should  pay  its  notes  at  their  full 
nominal  value  in  specie.  Just  m  if  it  was  less  a  binkkntpky  to 
pay  \lis.  in  the  pound  than  to  pay  Is.  in  the  pound.  Hf  B<^*eii 
clearly  that  in  Frtmce  the  paper  currency  is  to  be  estimated  by 
the  value  of  gold;  but  in  England  he  maintains  that  gold  is  to  be 
I'^finuUed  by  the  value  of  the  paper  currency  !  I  Just  as  if  the 
eteruui  truths  uf  scieaoe  are  different  on  diUlrent  uides  of  the 
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Channel,  or  fcbat  ilicy  are  revereed  according  to  the  language 
they  are  expressed  in  I 

29.    Sir  Arcliibnid  Alison's  doctrines,  when  he  speaks  of 

Enf,^lish  and  the  Fi\!nch  inconvertible  paper  currency,  ure  clearly 

jneoiisTstcnL     Jle  fully  allows  that  any  diffen:nce  between  the 

nominnl  and  the  current  value  of  the  a^signat  was  a  (IrjtrecmiPm 

of  the  assignafc.     He  never  dreams  of  saying  that  the  i>a[HT 

Bssignafc  was  the  standard,  and  that  the  win  had  risen  in  valiK*. 

But  when  he  discusses  the  qiiostion  of — What  is  ajioutid?  ho 

Bays — *'  In  trnth,  a  pound  is  an  abstract  measure  of  vtilue  jnst  as 

a  foot  or  a  yard  of  lenjjfth,  and  different  things  have  at  different 

periods  been  taken  to  denote  that  measure,  aerordinj^  as  tlie 

conveniency  of  men  snt^irested.     It  was  orijL^inally  a  pound  wciju'ht 

of  silver,  and   tliat   metsil   was,   till    the    present   century,    the 

standard  in  Entrland,  as  it  stili  is  in  most  other  countries.    When 

gold  was  made  the  standard,  by  the  Bank  l)eing  compelled  by  the 

Act  of  1819  to  pay  in  that  motiil,  the  old  \^ord  denoting  its 

orij^lnal  signilication  of  the  less  vnluable  metal  was  still  retained. 

During  the  war,  when  the  metallic  currency  disapjicarcd,  the 

pound  was  a  Bank  of  England  pound  note — the  staridard  was  the 

}»!ipr — for  gold  was  worth  28^.  the  pounds  from  the  demand  for 

it  on  the  Continent."     It  is  scarcely  neoeseary  to  p<»int  ont  the 

ridiculous  ahsnrdity  of  this  passage.     The  ponnd  an  ahitrad 

thing  indeed !    Onr  ancestoi-s  had  very  few  abstract  idcM  at  all, 

and  certainly  an  (thtratl  idea  of  a  pound  was  not  one  of  them. 

They   n»eanfc   nothing   abstract,   hut,   on   tlie   contrary,   a   very 

substantial  pound  freight  of  fihfcr  huf/tmi,  and   nothing  else. 

To  say  that  a  paix*r  pound  was  tlie  standard  during  the  war  is  a 

misconooption  of  the  fact.     Instead  of  a  *' promise  to  pay"  oQ 

demand,  the  Bank  note  during  the  war  was  a  "  prcmific  to  pay 

specie  six  months  nft^T  peace."     It  is  not  true  tliat  gold  during 

the  war  was  worth   28«.  paid  in  siiver  mmetf^  but  only  ia 

depreciated  Rank  notn.    But  Sir  Archibald  Alison  admits  that 

an  excessive  if^sne  of  paper  would  have  depreciated  the  Bank 

note,  but  he  of  course   denies  that  the  insucs  were  excessive. 

Now,  a«  a  depreciation  from  an  excessive  issue  could  ofdy  Inj 

manifested  by  a  continuons  rise  of  gold  above  28«.  the  poand, 

iL  would  be  difficult  to  anderstund  where  the  turning  {loint  would 
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be  at  which  the  depreciation  would  commence.  At  what  fi^re 
ehonli!  wo  hnve  to  reverse  our  expression— at  what  fi^^nre  are 
we  to  say  that  gold  has  ceased  to  rise  and  pa|)er  begun  to 
fdl? 


30.  Such  is  a  plain  statement,  founded  upon  incontroTertible 
fiicU,  of  the  results  of  the  greatest  experinient  the  world  ever 
saw  of  issuing  a  paper  currency  secured  upon  commodities  or 
proiHirt-y— the  most  complete  example  of  La'wism.  When  the 
mna^  of  assignats  were  at  their  height,  they  were  certainly  not 
anything  equal  to  the  value  of  the  ree-8imple  of  France  expressed 
in  silver  money.  And,  according  to  the  predictions  of  Law  and 
Mimbeau,  it  was  a  matter  of  impossibility  that  they  should  ever 
Itccomc  de|H\»ciabcd,  and  what  was  the  result  r  Even  though  the 
cxix'rimcnt  was  not  carried  out  to  its  fullest  extent,  the  value 
of  the  paper  assiguat  sank  to  one  l]0,OUOLl)  part  of  its  vnluo  in 
silver  1  There  were  2,400  millionB  of  promises  of  mandates 
iHsned  against  property  valued  at  *H,785  millions,  and  yet,  in 
Jnly,  179C,  the  note  for  100  Ii\Tea  was  only  5  centimes!  Such 
was  the  inevitable  consequence  of  basing  a  paper  cuiTcncy  upon 
property  or  securities,  and  such  it  must  ever  be,  Ijecause,  if  sucli 
issues  are  once  begun,  there  is  no  legitimate  conclusion  whatever, 
until  all  the  proj)erty  in  the  country  is  coined  into  notes,  Pass 
the  legitimate  limits  of  a  circulating  medium  by  one  hair's 
breadth,  and  there  is  no  logical  conclusion  but  in  the  French 
ofisignats 

31,  The  next  example  we  shall  cite  is  the  Bank  of  Norway, 
which  was  founded  on  the  14th  June.  1810,  with  its  head  office 
at  Drontheim  and  l^ninches  in  tlie  provincial  towns.*  Its  capital 
was  originally  rained  by  a  forced  loan  or  tax  uiwn  all  hmdrd 
prt)perty,  and  the  landholders  Ix-came  shareholders  accoi*ding  to 
the  amoants  of  their  respective  payments.  This  Bank  was 
esjjecially  for  the  puqMjse  of  forwanling  agricultural  improve- 
ment*, and  only  discounted  raercautilc  bills  and  personal 
securities,  as  a  secondary  i>art  of  its  Imsiuess.  Its  priucipal 
business  consisted  in  advancing  its  own  notes  upon  lirst  securities 
^?er  land,  to  any  amount  not  exceeding  two-thirds  of  the  value 

*  Linn§*§  Norway^  p.  184.     7raxxUcr»  UbrarY^ 
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of  the  property  aocording  to  a  general  valoaLion  taken  in  the 
year  1^12.  The  borrower  paid  half-yearly  to  the  Bank  the 
intuivst  of  the  Bum  tliat  may  be  at  his  debit,  at  the  rate  of 
4  per  cent,  per  annum,  and  is  bound  also  to  pay  off  5  per  cent. 
yearly  of  ihe  principal,  which  is  thus  liquidated  in  twenty  years^ 
Mr.  Lainpf  bestows  great  commendation  upon  this  institntioti, 
and  describes  it  as  well-iiuap:incd  and  well-managed,  and  there 
cannot  lie  a  better  example  to  test  the  truth  of  Law*§  principle. 
Wc  must  bear  in  mind  that  Law  expressly  declares  that  on  his 
principle  his  paper  curremy  would  not  fall  hehiv  thp  value  of 
silver.  Now,  let  us  mark  what  took  phvce  with  regard  to  the 
Bank  of  Norway,  which  was  founded  pui'ely  on  his  principlt-s. 
By  the  fundamental  law  of  this  Bank  it  should,  after  a  ccrtvdn 
time,  have  begun  to  pay  its  notes  in  8i>ecie,  but  iu  1822  they 
could  only  be  exchanged  at  Hamburg  for  sikcr  at  the  mte  of 
187^  dollars  in  paper  for  100  dollars  in  silver  I !  That  is,  In  si.t 
years  the  notes  had  fallen  to  about  45  per  cent,  discount !  Was 
there  ever  a  more  striking  or  concluBivc  example  of  the  entire 
fallacy  of  Law's  predictions  than  this  Bank?  In  1822  the 
St<3rthing  passed  a  law  that  the  Bunk  should  ouly  be  compelled 
to  give  UiO  silver  dollars  for  every  190  paper  dollars,  but  tltat 
the  directors  might  at  their  own  discretion  reduce  the  rate  to 
170,  without  a  new  law.  In  1824  the  value  at  Ilumburg  rose  to 
145,  in  1827  it  ruse  to  125,  aud  in  1835,  when  Mr.  Lniug  wrote, 
it  stood  at  112,  which  could  ouly  have  been  done  by  a  cuutractiou 
of  its  issues.  Now,  it  is  quite  evident  that  if  the  Bank  had  Ixxm 
cnlli/d  upon  to  pay  its  notes  at  par  at  any  moment,  it  would 
infallibly  have  been  ruined.  This  happened  in  Paris  in  1803, 
when  the  Land  Bank  stopped  payment,  aud  J.  B.  Say  observes 
that  aU  banks  founded  upon  this  principle  have  uniformly 
failed 

32.  The  lost  example  we  shall  cite  is  the  04ise  of  America, 
That  country  was  unhappily  dccjily  bitteu  with  the  currency 
mania  of  basing  issues  of  paper  on  "securities."  In  rnoKt  of  the 
States  the  Legislature  passed  Acts  permitting  any  individnal  or 
any  banking  liSsociiiUons  to  issue  notes  to  any  amount,  u}Hin 
depositing  with  a** public  comptroller*'  seeuritres  of  equivalent 
viUtic.    These  '*  sccaritios  '*  might  be  public  etock,  or  mortgages 
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npon  improved,  prodncfcive,  and  unencumbered  lands,*  Now,  as 
these  '^Becurities"  remained  the  proptTtjr  of  the  vendors,  and 
thej  raJ^ht  appropriate  the  revenues  from  them  as  loiifr  as  paj- 
ment  of  the  uotea  was  not  donmndcd  from  the  L-ouipt roller,  pcojilc 
8aw  tliat  they  mi*,^ht  derive  a  profit  from  the  socurirj  as  well  as 
from  the  cnrroucy  which  represented  its  value.  There  was, 
accordingly,  a  proiligions  rush  to  deposit  gecurities — an  enormoua 
isssiie  of  paper,  during  the  years  1634-85-36.  Tho  prices  of  every- 
thing rose  immensely.  The  people  of  the  Western  States,  with 
their  "pockets  full  of  paper  cnrreney,  gave  very  large  orders  for 
goods  to  the  merdiantB  of  New  York,  Boston,  and  Philadelphia, 
who  duly  executed  them.  The  bills  given  for  the  pti rebuses  were 
yable  in  these  ciistern  cities;  and,  when  the  western  debtora 
ut  to  their  own  bankers  for  bills  of  cxchant^e  on  these  places, 
in  return  for  their  own  local  currency,  the  bankers  discovered 
that  tlicir  home  customers  had  bouglit  more  fi-om  the  eastern 
cities  than  they  bad  sold;  that  they  had  already  drawn  on  the 
east  for  every  dollar  which  the  east  was  indebted  to  them,  and 
could  draw  no  more.  The  western  merchants  then  sent  their 
own  cuiTcncy  notes  to  the  eastern  cities  in  payment,  Init,  uofor- 
tuf>ately  for  them,  the  merchants  there  had  already  paid  all  they 
OM'cd  to  the  west,  m\d  nobody  in  New  York  or  Fhiiadelpliia 
wanted  western  notes  lor  any  pnqiose  of  u»e,  and  nol)ody  was 
disponed  to  travel  fiOO  or  700  miles  to  request  the  cjishiera  of  the 
Western  States  to  pay  their  notes,  or  in  those  States  in  which 
security  had  been  given,  to  require  the  comptroller  to  sell  tlie 
pledged  securities  and  pay  tliem  the  money  produce.  Moreover, 
every  one  knew  that  it  was  physically  impossible  in  either  c^e  to 
obtain  the  amount  in  money,  for  there  was  no  cuiTency  in  which 
the  pledged  proj)crty  when  sctld  could  have  been  paid,  excejit 
Bank  notes  resting  on  securities,  or  on  the  mere  promise  of  the 
banker/'  In  the  meantime  the  usual  effects  followed,  specie 
disappeared  from  circnlation.  The  ext^^nded  paper  issues  led  the 
Americans  to  order  immense  quantities  of  goods  from  Euroiw, 
and,  prices  being  very  high  from  the  bloated  paper  currency, 
they  could  send  no  goods  in  I'eturu  to  pay  for  them.     For  some 

•  A  Tery  RmpLic  ftccoiml  of  U»u  ciiircnt^  ritgwrii*  of  the  United  SUit»!fl  is  givou 
in  Iwu  Articluii  uf  tbt:  Sn>t»man,  Nuv.  '21  Hud  24,  1855.  See  b1»o  The  /Vcif^st 
^ilmtftca,  by  John  Macgr«gpr,  £»q.,  H.P.,  voL  2,  p,  1768, 
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time  they  sent  over  great  quantities  of  their  Block,  bnt  this 
became  snperabiindant,  and  at  last  no  one  in  Europe  would  bay 
it.  It  became  necessary  then  for  them  to  pay  their  debts  in 
specie;  but  gj^>ecie  there  was  none.  In  1837  all  the  banks  in 
America,  witlioDt  exception,  Btoj^jied  payment,  'J'he  general 
suspension  bej^an  at  New  York  on  the  lltli  May,  and  spread  in 
every  direction.  In  May,  1838,  the  New  York  banks  resnraed 
siK'eie  payments,  which  were  followed  by  all  the  Now  En«jland 
batiks  in  Anguet,  1838.  This  was  followed  by  the  banks  in 
Fhiladf'lphia,  and  on  the  1st  January,  I8.ifl,  the  banks  througiiout 
the  Union  profej^scd  to  do  so.  No  eooner,  however,  were  tliey 
KCt  np  Hf^^aiu  tlian  they  resumed  the  same  wild  operations  on 
credit^  and  on  IHh  October,  18.1f),  out  of  850  banks  in  the  Union 
S43  suspended  payment  entirely  and  C2  partially.  On  this 
occasion  tlie  New  England  banks  were  honourably  diatinjjaishcd ; 
they  hud  ^'^a there d  wisdom;  and  ont  of  198  banks  in  New  York 
only  four  stojund  ;  wheivas,  in  the  iSonthorn  and  Western  States 
about  two  out  of  three  stopped.  The  United  States  Bank,  with 
a  paid  up  cajjital  of  £7,000.000,  was  found  to  be  utterly 
insolvent;  its  ^^hare8,  whicli  were  at  123  dollars  on  the  14tb 
August,  ]^i38,  were  at  3  dollars  in  January,  1842.  This  was  the 
fifth  ^'rand  experiment  of  Lawism,  pure  and  unnduUenUed,  on 
the  most  magnificent  scale,  and  such  was  the  result  I 

33.  Ail  ideas,  therefore,  of  basing  a  paper  cnrrency  upon 
property,  or  commodities,  are  essentially  eiToneous,  and  caa 
have  no  other  jws^ible  termination,  if  only  carried  out  to  their 
legitimate  consequences,  than  what  happened  in  France  in  1796 
and  America  in  1837-39.  There  is  one  specie*  of  property,  how- 
ever, which,  from  lis  being  more  nearly  confounded  with  money 
in  the  public  ideas  than  any  other,  is  supposed  by  many  persons, 
who  would  repudiate  any  imputation  of  being  disciples  of  liaw, 
to  be  a  Bouud  basis  for  a  pajxT  currency.  This  property  Is  public 
stock.  A  Tcry  prevalent  idea  is,  that  all  banks  of  issue  should 
give  security  Ijy  purchasing  the  public  fuuds,  and  then  deposit 
the  stock  with  a  Government  officer.  But  what  is  this  but  the 
wildest,  rankest,  and  most  odious  Lawism  ?  The  rule  that  is 
good  for  one  i.s  good  for  alL  If  the  public  funds  are  a  proper 
basis  for  £1,000  of  paper  currency,  they  must  of  necessity  be  a 
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f^ood  basis  to  their  whole  extent  If  one  bank  or  bfrnker  h 
allowed  t<:)  issue  paper  on  tlie  eecurity  of  stock,  every  otlier  one 
mnst  be  permitted  to  do  the  same,  until  the  whole  funded  debt 
of  iJri'at  Britain  is  coined  into  paper  notes.  If  £100  of  pnbbc 
debt  is  coined  into  £100  of  notes,  we  must,  by  an  irre-iisiible 
coiielnsion»  hove  £800,000,000  of  public  debt  coined  into  an 
eqnal  qnawtity  of  notes.  The  principles  of  basing  a  paper 
cuneucy  upon  land,  and  upon  the  public  funds^  arc  ahsolntely 
identical  and  cqmdly  viciuns.  To  permit  a  man  to  tipfful  his 
money  in  buyintf  part  of  th<j!  public  debt,  and  to  have  it  iis  well, 
in  the  form  of  notes,  is  as  rank  an  absurdity  as  to  permit  liim  to 
spend  it  in  land,  and  also  have  it  as  notes.  The  only  advantuf^o 
one  has  over  the  other  is,  tliut  the  funds  are  more  easily  cou* 
vertible  into  money  than  land  is.  The  same  is  tree  of  a  natiou 
as  ail  individual — that  a  nation  can  ^jwnd  its  money  in  destroying 
its  enemies  and  hmr  it  too  as  bank  notes,  or  "  currency,"  ig  a 
wild  and  mischievous  delusion 

84.  The  drift  of  thefio  remarks  is  e\'idenL  The  whole 
constitution  of  the  Bank  of  Euf^dand  is  fundamentally  vieiouw. 
[t  is  as  com]>)cte  an  example  of  jjure  Lawism  as  the  French 
5iy;fuitB  or  tlie  American  banks.  It  *;ave  its  orijjfinal  capital  to 
Ooveriiinent,  and  then  was  allowed  to  have  it  in  the  form  of 
notes.  The  first  public  debt  was  Bank  of  England  stock,  and  for 
several  of  the  early  additions  to  its  capital,  »>.,  tne  public  debt,  it 
wa8  allowed  to  issue  notes  to  the  exact  amount  of  its  capital,  and 
this  ptermisaion  still  continues.  No\v,  if  this  system  had  been 
carried  out  to  its  lef^n'timatc  conclusion,  the  National  Debt  and 
the  capiUl  of  the  Bank  of  En<^land  would  have  been  the  same 
thing,  and  tlie  paper  notes  of  the  Bank  would  have  been  nearly 
£800,000,000.  When  it  was  founded  the  nation  thought  they 
might  spend  £1,500,000  in  destroying  the  French,  and  have 
thcui  too  as  Bank  notes.  But,  if  this  principle  had  been  carried 
out  much  further,  it  would  have  ended  in  fatal  and  nniveraal 
ruin 


35.  The  fiiiydamental  principle  of  the  Bank  of  England  was, 
therefore,  as  erroneous  as  that  of  the  Mississippi  scheme,  the  Ayr 
Bank,  the  French  assignats,  or  Aiaerican  banking;  but  as,  in  all 
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these  cases,  the  miscliief  is  not  developed  utitil  the  issaes  exceed 
a  certain  Vumt,  the  radical  \ice  of  the  Bank  of  EnjLijIflnd  has  t.>eeo 
prcTcnted  from  producing  its  inevitable  consequences  by  rigidly 
restraiHlug  it  to  that  single  instance.  But  then  this  vice  was 
kept  down  by  a  most  unjnsti liable  monopoly,  which  was  the  chief 
cuLise  of  those  tremendous  banking  catnstrophes  which  have 
dcBohitcd  Eniihmd,  and  which  has,  until  of  late  years,  prevented 
a  Bound  banking  system  being  founded 


On  (he  Theory  of  laswg  a  Paper  Omrenaj  on  the  Discount 
of  Commercial  BUh 

36,  We  trnst  that  the  preceding  remarks  are  absolutely 
conclusive  as  to  the  funduniental  fallacy  of  Lawism  of  nil  forms 
and  descriptions,  by  wliicli  we  mean  the  tlieory  of  basing  i^.snea 
of  pajMir  on  property  or  commodities,  whether  the  public  funds, 
or  land,  or  any  moveable  goods.  We  must  now  examine  a  much 
more  subtle  and  plaufiible  theory,  which  was  the  guiding  principle 
of  the  Bank  of  Ireland  and  the  Bank  of  England  during  the 
restriction,  and  which  was  adhered  to  by  a  large  majority  of  tlie 
commercial  world ;  nor  are  we  aware  of  any  refutation  of  it  on 
philosophical  grounds,  except  the  one  in  the  Bullion  Beport, 
which  we  sluill  quote  and  comment  upon.  This  theory  was  fii'st 
proiniuently  brought  forward  k^foix;  the  Committee  on  the  Irish 
Currency  in  1804,  and  wo  have  quoted  it  elsewhere.  The  Bullion 
Committee  express  it  in  the  following  words — 

•*  The  Bank  directors,  as  well  as  some  of  the  merchants  who 
have  been  examined,  shewed  a  great  anxiety  to  state  to  your 
Committee  a  doctrine,  of  the  truth  of  which  they  professed 
themselvea  to  be  most  thoroughly  convinced — that  there  can  bd 
no  possible  excess  in  the  i^uc  of  Bank  of  England  paper,  »o 
long  as  the  advances  m  which  it  is  issned  are  mude  upon  the 
principles  which  at  present  guide  the  conduct  of  the  directors  • 
that  is,  so  long  as  the  discounts  of  mercantile  bills  are  confined 
to  impcr  of  uiidoubted  solidity,  arising  out  of  real  commercial 
transactions,  and  payable  at  abort  and  fixed  periods  ^' 

37.  The  germ  of  this  doctrine  is  to  be  found  in  Adam 
Smith,  who  nays — *^  When  a  bank  discounts  to  a  merchant  a  leul 
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bill  of  exchange,  drawn  by  a  real  creditor  upon  a  real  debtrtr,  and 
which,  na  soon  aa  it  bccoracs  doe,  is  really  paid  by  that  debtor. 
it  only  advances  to  him  a  part  of  the  value,  which  he  wonld 
otherwise  be  obliged  to  keep  by  him  unemployed,  and  in  ready 
koney  for  answering  occasional  doninnds.'*  It  was  first  promi- 
icnlly  brought  forward  as  a  practical  rale  by  the  Irish  Bank 
directors  in  1804.  The  Committee  of  that  year  did  not  attempt 
to  deal  with  this  theory;  but  the  witnesses  examined  before  the 
Bullion  Committee  reproduced  it,  and  alleged  thnt  it  was  the 
principle  by  which  the  Bank  of  England  regulated  its  issues 
during  the  restriction.  The  directors  of  the  Bank  allowed  that 
before  the  restriction  they  were  compelled  to  regulate  their  issues 
by  a  drain  of  gold  on  them  for  exportation  ;  when  that  check  was 
removed,  the  controlling  power  was  lost ;  and,  indeed,  one  of  the 
directors  stated  that,  in  his  opinion,  that  was  one  great  merit 
of  the  rt*striction»  that  they  were  no  longer  obliged  to  adhere  to 
their  former  rules.  The  Bullion  Committee,  however,  decidedly 
condemn  these  opinions.  They  say^  speaking  of  the  consequences 
of  the  Restriction  Act — 

**  By  far  the  most  important  of  these  consequences  is,  that 
while  the  convertibility  into  sixicie  no  longer  exists,  as  a  check  to 
an  over-issue  of  pai)er,  the  Bank  directors  have  not  perceived 
that  the  removal  of  that  check  rendered  it  impossible  that  such 

excess  might  be  issued  by  the  discount  of  pcrftfilt/  good  hilh. 

far  from  perceiving  this,  yonr  Committee  have  shewn  that 
they  maintain  the  contrary  doctrine  with  the  utmost  confidence; 
however  it  may  be  qualified  occasionally  by  some  of  their  ex- 
presaiona.  That  this  doctrine  is  a  very  ftillacious  one,  your 
Committee  cannot  entertain  a  doubt.  The  fallacy  upon  which  it 
is  founded  lies  in  not  distinguishing  between  an  advance  of 
ctipital  to  merchants  and  an  atlditioual  supply  of  currency  to  the 
^general  mass  of  circulating  medium.  If  the  advance  of  capital 
mly  is  considered  as  made  to  those  who  are  ready  to  employ  it 
in  judicious  and  productive  undertakings,  it  is  evident  that  there 
need  be  no  other  limit  to  the  total  amount  of  advances  than 
what  the  means  of  the  lender  and  his  prudence  in  the  selection 
of  boiTowers  may  impose.  But,  in  the  present  situation  of  the 
Bunk,  entrusted,  as  it  is,  with  the  function  of  supplying  the 
public  with  that  paper  carreucy  which  forma  the  baeis  of  our 
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CLTCuklion,  and,  at  the  same  time,  not  snbjected  to  the  liability 
of  converting:  the  paper  into  specie,  every  advance  which  it 
makes  of  capital  to  the  merchant  in  the  shape  of  disconnt 
l.>ecomes  an  addition  also  to  the  mass  of  circulating  medium. 
In  the  fii*8t  iustance,  wlien  the  advance  is  made  by  notes  paid  in 
discount  of  a  bill,  it  is  undoubtedly  so  much  capital,  so  much 
power  of  making  purchases,  placed  in  the  hands  of  a  mercliant 
who  receives  the  notes  ;  and,  if  tlicse  hands  are  safe,  the  operatiuri 
is  so  far,  and  in  this,  ita  first  step,  useful  nnd  productive  to  the 
public.  But  as  soon  as  the  portiun  of  circulating  medium  in 
which  the  advance  was  thus  made  performs  in  the  hands  of  him 
to  whom  it  was  advanced  this,  its  first  operation  as  capital — as 
soon  as  the  notes  are  exclianged  by  liim  for  some  other  article 
which  is  capital,  they  fall  into  the  channel  of  circnlation,  as  8o 
much  circolatiug  medium,  and  form  an  addition  to  the  mass  of 
currency.  The  necessary  elTcct  of  every  sucli  addition  to  the 
mass  is  to  diminish  the  relative  value  of  any  given  portion  of 
that  mass  in  exchange  for  commoditius.  If  the  addition  were 
nnide  by  notes  convertible  into  specie,  this  diminution  of  the 
relative  value  of  any  given  portion  of  the  whole  mass  would 
ep'cdily  bring  back  upon  the  bank  which  issued  the  notes  as 
nmch  as  was  excessive.  But  if  by  hiw  they  are  not  so  convertible, 
of  coui'se  this  excess  will  not  be  brought  back,  but  will  remain  in 
the  channel  of  circulation  until  paid  in  again  to  the  bank  itself, 
in  discharge  of  the  bills  which  were  originally  discounted. 
Dnriiif?  the  whole  time  they  remain  out,  they  perform  all  the 
functions  of  circulating  medium,  and  before  they  come  to  be  paid 
in  discharge  of  those  bills,  they  have  already  been  followed  by  a 
new  issue  of  cotes,  in  a  similar  operation  of  dist^ounting.  Eac  !i 
successive  advance  repeats  the  same  i>rocess.  If  the  whole  muui 
of  discounts  continues  outstanding  at  a  given  amount,  there  will 
remain  permanently  out  in  circulation  a  corresponding  amount 
of  paper;  and  if  the  amount  of  discounts  is  progressively 
iucreusing,  the  amouut  of  paper  which  reiutilus  out  in  circulah'ou 
over  and  at»ove  wliat  is  wanted  for  the  occasions  of  the  public 
will  progressively  increase  also ;  and  the  money  prices  of  com- 
intKbtics  will  progressively  rise.   This  progress  nmy  In  '    "   '  ,. 

fi8  the  ran;,'e  of  speculation  and  adventure  in  a  gn  ui 

country  ** 
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88,  Such  is  the  reasoning  of  the  Bullion  Report,  to  shew 
the  fallacy  of  the  rule  of  the  directors.  We  fire  not  aware  of  onj 
other  attempt  to  refute  it  so  elaborate  as  the  one  given.  The 
concluaioDB  are  perfectly  just,  but  the  expressions  are  in  some 
respects  ambiguous,  in  some  inaccurate;  and,  altogether,  the 
rca8oning  is  imidetiuiite  to  effect  its  purpose  of  demonstrating 
the  fallacy  of  the  doctrine.  In  the  first  place»  the  expression 
•*good  bills*'  is  one  which  we  shall  shew  is  full  of  fallacy.  The 
Report  has  further  bccii  clouded  by  the  false  distinction  between 
"capital"  and  •* circulating  medium."  Again,  it  says  the  uea^Bsuiy 
cfTcet  of  every  addition  to  the  mass  of  the  currency  is  to  diminish 
the  Talue  of  the  whole,  which  assertion  is  entirely  erroneous, 
because  the  value  of  the  currency  is  always  proporLiunaLe  to  the 
work  which  it  has  to  do  ;  aud  it  is  only  a  chauge  in  the  proportion 
between  the  currency  aud  the  work  that  it  has  to  do  that  civuses 
a  change  in  its  value.  The  Committee  were  further  in  great 
error  in  supposing  that  so  small  an  amount  as  could  be  added  to 
the  cii-culuting  medium  in  so  short  a  time  as  dnritig  the  cuiTency 
of  the  bills  that  were  discounted  could  have  any  geuerul  edeet  on 
prices 

39.  We  shall  find  that,  by  starting  from  our  fundamental 
defiaitiou  of  currency,  as  transfenible  debt,  and  that  the  value 
of  the  currency  depemls  upon  the  quantity  of  transferable  debt 
which  it  represents,  the  fallacy  of  this  theory  can  be  dtinonstrated 
with  great  case  and  simplicity,  and  the  mischievous  consequences 
which  followed  from  it  explained.  When  the  merchant  A  comes 
to  the  bank  to  discount  the  acceptance  of  B,  it  is  a  sale  of  the 
debt  to  the  bauk.  The  bank  buys  a  debt  payable  at  a  fixed  time 
after  date,  with  its  uote8»  which  are  so  many  small  debts  payable 
to  bearer  on  demand,  while  the  notes  are  convertible.  The  trans- 
action  is  simply  an  exchange  of  debts.  At  the  apjxiiuted  time  it 
is  B/s  duty  to  take  a  quantity  of  currency  to  the  bank,  and 
discharge  liis  debt.  He  does  this  cither  in  coin  or  in  the  bank's 
own  notes.  If  he  iwys  his  own  debt  by  the  bank's  notes,  it  is 
simply  a  re-exchange  of  debts  betvveeu  htm  and  the  bank;  he 
extinguishes  Ins  own  debt  to  the  bauk  at  the  sauie  time  an  equal 
quantity  of  the  bank's  debt  is  tciken  out  of  circulation  and 
extinguished;  consequently,  the  proportion  existing  previously 
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between  the  currenc7  and  the  quantity  of  debt  it  represents 
reraains  unaltered.  If  the  merchant  dfschargoa  his  debt  partly  in 
coin  and  partly  iti  bank  notes,  or  wholly  in  coiu,  the  same  ii^ult 
followR;  the  notes  which  remain  out  in  circulation  fitili  roprL-ntut 
tlic  same  amount  of  capital.  But  let  us  suppoeo  that  the  acceptor 
fails  to  meet  his  enga<,^cii)ent,  and  cannot  pay  \m  debt.  Thru 
the  debt  due  h  the  b;nik  is  lost  and  extiuguislied ;  bat  the  debt 
against  the  bank  remains;  and  the  bank,  whilst  the  notea  are 
payable  to  bearer  on  demand,  must  pay  this  debt  out  of  its 
remaining  capitab  Still,  however,  though  this  is  loss  of  capital 
to  the  bank,  as  the  notes  are  taken  out  of  circulation,  the  value 
of  the  notes  remaining  in  circulation  will  not  be  affected.  But 
now  let  us  suppose  the  notes  to  l)e  wconv^iible,  then,  as  lie  fort*,  if 
the  acceptor  pays  the  debt,  the  notes  will  be  taken  out  of  circula- 
tion, and  extinguished  stmultaneously  with  the  debt  which  they 
purchased,  and  the  value  of  those  remaining  in  circnlution  will 
not  be  altered.  But  snp})08e  that  the  acceptor  fnils,  and  cannot 
pay  his  debt,  then  that  debt  is  extinguished,  but  the  notes  which 
purchafied  it  remain  in  circulation,  and  are  a  mere  addition  to  tlie 
circulating  medium  ah^ady  existing,  without  any  corresponding 
addition  to  tlic  debt  or  capital  which  it  represents.  It  would 
have  exactly  the  S4ime  practical  elTects  as  if  for  every  good  bill  of 
£1»000  the  bank  were  to  issue  an  excess  of  currency,  say  £1,500 
for  example,  and  when  tl)e  bill  was  paid  only  £1,000  would  lie 
taken  out  of  circulation,  and  the  I'emaiuder,  £r)00,  would  remain 
in  circnlation.  This  residuum,  as  we  may  call  it,  would  go  in 
dimiuutiun  of  the  value  of  the  remainder,  exactly  in  the  same 
way  as  a  constant  increase  to  the  gold  currency  would  gradually 
cause  a  diminution  in  its  value.  Every  such  ojjcration,  theivr(ia>, 
alters  the  proportion  between  the  currency  and  the  cjipital,  or  t!ie 
debt  it  represents;  and  though,  no  doubt,  a  few  unsnccessfnl 
operations  of  this  sort  would  not  ha?e  any  sensible  effect  in 
changing  its  value,  yet  a  re}>eated  succession  of  them  must  ne« 
ces&arily  do  so  ultimately,  just  as  adding  a  drop  to  water  in  a 
bucket  may  not  pert^eptibly  increase  the  height  of  the  water,  yet 
a  continued  scries  of  drops  will  at  length  cause  Hm  water  U> 
overflow  the  bucket;  so  a  continued  series  of  su^ ' 
under  an  iuconvertibk  |»ui>er  ciu'reucy  must  ueeeajr.- 
a  serious  diminution  in  the  value  of  the  whole 
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40.  But  it  may  happen  that  even  though  the  merchant 
pays  his  delit,  and  uo  loss  of  capital  enanes  to  the  bank,  yet  It 
may  be  a  loss  of  capital  to  him.  Thus,  when  ho  boug:ht  tlio 
gofKis  on  credit,  and  gave  his  acceptance  for  tliem,  which  wtia 
purchftsed  by  the  bank,  he  meant  to  employ  these  goods  as 
capUitlf  that  18  he  bonght  them  mei-ely  for  the  pnrposc  of  selling 
them  aguint  with  a  protit.  If  he  sncceeda  in  this  object,  and 
Bells  Ihera  to  advanhi5:e,  he  pitys  his  acceptance  out  of  the  proceeds 
realised  by  the  goods,  and  his  capital  is  incrensed  more  or  less, 
according  to  the  greater  or  less  advantage  he  sells  them  at*  But 
if  lie  lias  inarlo  a  miscalcnlatiou,  and  sells  the  goods  at  a  loss,  ho 
must  still  mnke  good  his  debt  to  the  bank  out  of  his  remaining 
capital :  and  such  a  transaction  is  a  loss  of  capital  to  him.  But 
every  kms  of  capital  to  an  individual  is  a  loss  of  capital  to  tho 
whole  community.*  And  the  great  general  result  to  the  coramuniiy 
is  absolutely  the  same,  whether  the  loss  of  capital  falls  upon  the 
individual  or  upon  the  bank.  The  capital  of  the  nation  h 
diminished^  but  the  currency  remains  the  same.  Consequently, 
every  unsuccessful  operation  in  trade  alters  the  prtiportion 
between  the  quantity  of  tfio  currency  and  the  quantity  of 
the  debt,  or  the  capital  it  represents ;  and,  therefore,  every 
nnsucceasful  operation  necessarily  tends  to  diminish  the  vnluo 
of  the  whole  currency,  unless  some  means  can  be  devised 
by  which  a  quantity  of  cuirency  can  be  removed  from  cir- 
culation corresponding  to  the  loss  of  capital.  Now,  the 
diminution  in  the  value  of  the  curiency  inevitably  shews 
itself  in  process  of  time,  by  a  general  rise  in  prices.  It  may 
do  so  gradually  and  imperceptibly  at  first— in  the  hourly 
variations  of  prices,  it  may  not,  perhajis,  be  perceived  at  first 
just'  as  when  the  waves  are  breaking  upon  the  shore,  it  is  impos- 
sible to  tell  whether  the  great  tide  is  advancing  or  receding  ;  hut 
if  it  continues  for  any  Icn^'th  of  time,  all  traders  begin  to  feci 
it  inntinctively.  It  is  imjKissihle,  perliups,  to  point  out  the  precise 
influence  in  any  particular  tninsactiou  ;  but  yet  it  makes  itself 
felt  in  commercial  operations  l>y  a  general  rise  in  prices.  The 
fact   is,  tliat  when    the    operation  wjis  done,  and  the   product 

*  J.  Bt  Say  hA«  atto  reinurked  thU— *'Uii  mnandA  »pc(ntlAteur  e^i  tMM  htal 
i  I*  pro^»rfit.'  gtWrnl  qn'un  diMipatciir."— 7Vrt/f^  d'Meoncmie  fWt%tt«,  p,  445, 

Ktiit.  iitiitliiftmin 
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exposed  for  sale,  it  was  expected  and  calculated  that  a  oetiaiti 
portion  of  currency  would  be  oppropriated  to  ita  purchase.  But, 
if  people  do  not  want  the  article,  they  will  not  appropriat-e  that 
portion  of  cnri'eucy  to  its  purchase  ;  the  producer  loses  his 
capital,  and  tlie  currency  rcniaitis  in  circulation.  And  Llie  in- 
creased quantity  of  it  gradually  enters  into  the  prices  of  other 
cominoditieSi  anrgravatin^''  them,  and  swelling  them  up.  Now, 
wlicn  this  is  the  case,  when  the  currency  is  made  of  a  njaterial 
which  has  a  nniversally  acknowledged  vulue,  nature  herself 
provides  a  remedy,  "When  commodities  rise  in  price  in  thia 
country  beyond  their  prices  in  foreigjn  countries,  Ijesides  the  cost 
of  transporting  them  here,  they  will  be  imported,  and  the  extra 
quantity  thrown  upon  the  market  dinuniehes  their  price,  both  by 
alteriug  the  ratio  of  supply  and  demand,  ivs  well  as  by  removing 
the  quantity  of  currency  ncccssnry  to  pay  for  them  from  circu- 
lation, until  the  general  equilibrium  is  again  restored  between 
prices,  currency,  and  cupitaL  But,  if  the  currency  be  made  of  a 
materiul  which  has  no  value  whatever,  like  liaper,  this  gix»at  re- 
storing process  of  nature  cannot  take  place.  The  quantity  of 
currency  remains  the  same,  while  the  debt  it  represent*  is 
diminished.  The  consequence  is  a  general  diminution  in  value 
of  the  whole  currency— all  the  portion  of  the  currency  which  has 
value  as  a  material  is  driven  out  of  circulation :  then  follows 
a  great  rise  in  the  market  price  of  bullion,  and,  as  a  necessary 
consequence,  a  fall  in  the  foreign  exchanges 


41.  The  foregoing  considerations  enable  us  to  afhx  a  definite 
and  specific  meaning  to  a  phrase  which  is  now*  in  constant  use. 
but  which  we  have  never  yet  Fcen  any  attempt  to  explain.  All 
discussions  upon  currency  are  full  of  misty  and  vague  ejtpressious 
about  *•  excessive  issues,"  **  over-issues,"  but  we  have  never  seen 
any  attempt  to  define  what  an  **  over-issue  "  is.  Now,  '*  over- 
issues*' in  general,  must  consist  of  specific  instances  of  **  over- 
issues'* in  particular  cases.  Where  is  the  use  or  the  a^nae  of 
casting  vague  and  indefinite  accusations  against  the  Bank  of 
making  "excessive  issues,"  unless  the  person  who  makes  the 
charge  is  pi-epared  to  point  out  specifically  which  issues  are  ex- 
ceBBive)  and  which  are  not  ?  Now,  the  meaning  which  wc  aflix 
to  an  **  excessive  issue *'  or  an  "over-issue,**  is  an  advance  upon 
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an  anEUccesfifal  operation,  or  the  *'  purchase  of  a  bad  dobb/" 
Evcrj  quantity  of  currency  advanccfl  to  promote  an  nnsnccossfiil 
oporution,  or  which  piirtbases  a  bad  debt,  altera  the  proportion 
between  the  currency  and  the  debt,  or  tho  capital  it  represents. 
rkch  specific  instance,  then,  of  ench  an  operation,  is  aa  "oTer- 
m\"  and  the  expreseiou  "  oTcr-issuc,"  or  **  excessive  issoe,"  has 
10  otiicr  meauiog 

42.  The  foregoing  considerations  also  shew  the  complete 
fuUacy  of  the  theory  we  have  been  discussing,  of  issuing  notes 
upon  "good  bills."  In  a  bauker*B  sense,  a  "good  bill"  means 
fiiniply  a  bill  which  is  duly  paid  by  the  proper  party  at  maturity. 
It  is  not  the  smallest  conBeqnence  to  bim,  whetlier  the  transac- 
tion out  of  which  tho  bill  ori<^inated  is  a  profit  or  loss  to  tho 
inreon  who  incurred  the  obligation,  as  long  aa  he  is  paid.  But 
if  tlie  expression  *'  good  bill  "  be  taken  in  a  mure  extended 
and  philosophical  sense,  to  denote  a  bill  upon  which  it  is  safe 
to  iasuc  currency,  it  is  a  very  ditl' rent  matter  indeed,  for 
then  a''  good  bill"  can  only  mean  oue  generated  by  a  successful 
operation 

43.  It  is  not  a  little  remarkable  that  Adam  Smith  adopts 
both  the  theories  of  paper  currency,  which  Imve  impo.^ed  so  extcn- 
Bi\*ely  on  the  l>anking  and  mercantile  world,  and  that  within  a 
very  few  pages  of  each  other.  The  one  theory,  that  which  the 
Bank  Directore  and  merchants  adopted  in  1810  ;  the  other,  which 
is  the  great  currency  fallacy  of  the  present  day.  The  two 
theories  are  utterly  irreconcilable  and  inconsistent  with  each 
other ;  the  one  necessarily  leada  to  the  most  excessive  over-issues 
and  depreciation  of  the  paper  currency  ;  tho  other,  if  carried  out 
in  all  integrity,  would  be  utterly  destructive  of  tho  business  of 
baokiag 

44.  AVhat,  then,  Is  the  only  true  foundation  of  a  pa|)er  cur- 
rency ?  Every  coneidcration  of  sound  reasoning  and  science, 
proves  that  the  only  true  fuuudation  of  a  paper  currency  is  that 
Biilxitance  which  is  the  legal  or  universally  accepted  representa- 
tive of  Debt,  ie.,  of  services  due»  whatever  that  snlifitance  be, 
NoWj  among  all  civilised  uutiuns,  gold  or  silver  bullion  is  the 

T  2 


«C  deU.  OoQseciaeQtly,  gold  or 
lihfir  bttUkn  m  tilt  oafy  txmt  hmm  of  •  paficr  carrencr.  Among 
iU  dtilised  anlim  ll»  wi^  ff  MImm  w  M«  ticknowJeiigcd 

of  lh#  "^pCMuaes  to  paj^**  Manj  mtbinking  peisons  declaim 
ijm  ilwirdiftT  of  imadiiig  •  pii{)er  carrencr  npoo  tiie 
af  goU  tMlIm  lalkBT  Ihu  any  olher  commodity,  snch 
iiliMkt^  or  ttlkt  ttr  aaguv  Bat  il  k  aol  as  a  eammodiiy  tlmt 
ImiUmmi  »  tiM  biiria  of  a  paper  eanencj^  boi  as  the  substance 
which  k  tbe  aeeqplod  RpraentatiTe  of  lirAC  It  would  be  perfectly 
MMibk  lo  naka  a  jani  of  btoaddoUi,  or  a  Datch  cheese,  the 
BTmbol  of  d«lA»  and  tiai  meaiara  of  ralae ;  thea  broadcloth  or 


cWaea  woald  ba  Ike  oa^y  tme  bask  of  a  ^laper  currency  ; 
aua  to  ksaa  pap«r  190a  Iba  baak  of  boUioa  woald,  io  each  a  case, 
ba  aa  iiapiopir  aa  to  ksaa  paper  on  tbe  basis  of  broadcloth^  or 
Oalob  obeeaaiw  mdar  axktiag  dtctmisiaooes.  Bat  all  nations  are 
agr^  Ibal  battioa  k  betlar  fitted  by  fiattue  for  such  a  purpose 
ibaa  bioadotolbt  or  Dutch  cbeeaea;  and,  coii9e>qaently,  as  it  seema 
io  Ite  ihe  rabatance  poinled  Uuie  herself  for  representing 

debt,  it   k  tbe  sul«staaoe  v^  las  ibe  only  true  ba^s  of  a 

pi^r  currency 

45.  BnlUou,  tbea,  aa  tbe  ayatbol  of  debt,  is  not  only  the  sole 
])er  bads  of  a  paper  ourroDCj,  bai  k  the  only  true  re«nilator  of 
amounU    As  all  paper  ou^w^ucy  k  a  ''promke  to  pay  "  gold 

or  silver  bullion  ut  ^oiue  detluile  time,  it  k  qojte  evident  that  the 
••  p»x»mis«*s  to  [iiiy  "  fl^vating  in  a  nution  most  bear  some  proportion 
In  epiantity  to  the  :kt  (iinl  quantity  of  the  bullion.  It  is  quite  im- 
possible to  tix  nny  definite  pmportion,  beoaoae  that  depends  ujion 
a  inuUitudo  of  p^xuliar  cin^mstauoot*  Bxpcrieuce  is  the  only 
guide  on  the  subject 

46.  8|)ocie  and  cnidit,  or  money  and  promises  to  pay  money, 
then,  form  the  only  true  cireulaling  medium  or  carrency,  and 
iliey  arc  its  limiun.     If  the  limits  of  specie  and  credit  arc  once 

msgressed,  wo  plnnp©  at  onc«  into  the  dread  abyss  of  LawiKm, 
and  tliere  is  no  loi;i<'u!  p>al  till  ive  tiTuvc  at  the  avsitruats  of  17i)'i, 
or  ilie  i&hut?s  in  Aujerica  iu  ix:>7  :  and  even  tlit^e  did  not  ix'nch 
the  full  limits  atlovrcd  by  the  theory*     It  k  iininissible  (0  exceed 
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the  bounclariea  of  money  and  credit  by  a  mv^h  iota,  witliout 
involving  tliis  absurdity — IkU  we  can  butj  a  thing  and  ketp  Oa 
pries  of  it  as  well 

47.  Money  and  credit,  then,  must  always  increase  and  decrease 
togL'lher.  If  a  man's  real  capital  is  reduced  from  £1,000  to  £100, 
it  is  quite  clear  that  ho  cannot  safely  keep  in  eircidation  as  many 
**  promises  to  pay"  as  when  he  had  £1,000,  and  if  his  r^al 
capital  is  leaving  him,  he  mast  reduce  his  liabilities  in  a  similar 
proportion.  If  he  chouses  to  sjjoDd  £500  in  buyinj^  commodities, 
aoch  OS  corn,  it  is  quite  clear  he  cannot  spend  the  money,  buy 
the  oommodity,  and  have  the  price  as  well.  Now,  wliat  is  true 
of  a  single  individual  is  equally  true  of  a  bank,  or  of  a  nation. 
When  an  ordinary  bank  feels  a  drain  upon  its  bullion,  it  must 
reduce  it  liabilities,  its  "  promises  to  pay,"  or  else  the  ruin  of 
that  bank  is  certain.  Now,  some  people  think,  that  though  this 
must  be  true  of  private  Imnks,  yet  it  is  the  reverse  of  true  applied 
to  the  Dunk  of  Engliind,  and  that,  as  its  bulliun  decreasfs  it  ought 
to  increase  its  issues.  Sir  Archibald  Alison  frcqiieutly  reminds 
ns  of  LliO  truism  that  the  same  great  hiw  regulates  the  fall  of  a 
pebble  and  the  motion  of  the  planets.  So  we  may  say  tliat  the 
same  great  law  rc'.Milatcs  the  relations  lietwern  the  credit  and  the 
cjipital  of  the  humblest  individual,  the  snniliist  bank,  the  Buuk 
of  England,  and  the  British  nation,  B<>me  people  think  that  aa 
capital  decreases  credit  should  increase.  Wliat  makes  the  credit 
of  Great  Britain  bo  great  ?  Because  her  capital  is  so  great. 
"Why  is  the  credit  of  Russia  so  low  ?  Because  her  capital  is  an 
small 


48.  The  operation  of  reducing  "issues '*  or  "advances "ia 
always  one  which  will  excite  much  comj^laint,  and  requires  to  be 
done  with  much  delicacy ;  and,  indeed,  the  great  problem  in 
regulating  the  paper  currency,  is  to  discover  the  true  mode  of 
acting  upon  it,  so  a.s  on  the  one  hand  to  m«iintaiu  always  its  uni- 
fgrmity  in  value  with  tlie  coin  it  represents,  and  on  the  other  not 
to  contract  it  too  suddenly  and  violently,  and  without  giviug  the 
imblic  sufiicient  warning  to  enable  them  to  reduce  their  liabitities 
In  p^»lK^rtion 
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49.  From  the  amazing  confusion  of  language  and  tbonj^Jit 
wliicli  pervades  almost  all  treatises  on  raonctarj  science,  the  phiin 
and  obvious  method  of  controlling  the  paper  currency  hns  almost 
entirely  eluded  observation.  No  person  who  apprehended  the 
true   nature  of  bankiuLs  and  expressed  it  in  simple   I  , 

could  fail  to  see  the  natural  cuntrullur.    The  main  Lu  a 

commercial  l)anking  in  discounting  mercantile  bills  — that  is  buy- 
ing debts.  Discounting  a  bill  for  a  merchant  ia  not  Jetidlng  him 
money  but  brnjitig  a  debt  due  to  him  ;  and  the  price  uf  such  debt 
vsixml  follow  exactly  the  same  laws  as  the  price  of  corn,  or  any 
other  article.  If  money  is  very  scarce,  and  wheat  very  abundant, 
the  price  of  wheat  mnst  full;  if  money  is  very  abundant,  the  price 
of  wheat  will  rise.  The  price  of  debts  obeys  the  same  rules.  If 
money  becomes  very  scarce,  the  price  of  debts  must  fall,  i>.,  tho 
discount  mnst  rise.  If  specie  becomes  abundant,  the  price  of 
debts  will  rise,  «>.,  the  discount  will  fall.  The  price  of  debts, 
tlien,  must  follow  the  same  great  laws  of  nature  that  the  price  of 
wheat  does.  Now,  docs  not  every  man  of  common  sense  know 
that  it  is  the  most  foolish  and  insane  thing  to  try  to  control  the 
price  of  wheat  ?  As  we  have  shewn  in  another  place,  it  is  not  tljc 
finctaation  of  tho  price  of  wheat  that  is  the  evil,  but  it  is  only  the 
$i4jn  of  evil.  The  real  evil  is  the  change  in  tho  proportion  of  the 
demand  and  supply,  and  the  ioctnation  of  the  price  is  the  grand 
natural  corrector  of  the  evil.  Does  not  every  one  know  that  a 
high  i>rice  of  corn  is  the  way  to  alfracl  corn  where  it  is  deficient, 
and  a  low  price  the  way  to  rqrd  it  from  where  it  is  already  tix> 
abundant  ?  Does  not  every  one  with  common  sense  know  llmt  it 
is  the  most  fatal  foUy  to  force  down  the  price  of  whent  when 
there  is  a  real  scarcity,  and  to  sell  it  below  the  price  it  would 
naturally  attain  ?     Can  any  course  bo  more  suicidal  ? 

60.  Now,  apply  all  the  argnmenta  which  suggest  themselves 
BO  irresistibly  in  the  case  of  wheat  to  the  case  uf  credit,  or  tlio 
pnrcbflJBe  of  debts,  and  the  same  resQlta  follow.  Tho  same  great 
law  of  nature  opiTates  to  preserve  the  due  proportion  between 
specie  and  credit  and  any  interference  with  this  groat  law  must 
necessarily  be  attended  with  the  same  evil  consequences  as  aa 
interference  with  the  natural  price  of  wheat.  And  yet  almost  all 
legislation  up  to  a  very  recent  period,  and  almost  all  writers  on 
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political  economy^  and  too  many  of  the  commercial  world,  were 
in  a  perverse  combination  to  tliwnrt  this  great  law  of  nature,  and 
attempt  to  keep  tlio  rate  of  discnnnfc,  or  the  price  of  debts,  fixed 
at  a  unirorm  scfilc  I 


51,  Wliile,  therefore,  the  greater  part  of  commercial  com- 
pliints  are  levelled  against  variatious  in  the  rate  of  discoiuit  as 
the  great  evil,  tlie  tnith  is,  it  is  mily  the  ^fV/;i  of  the  evil*  The 
real  evil  is  the  altered  proix^rtion  between  specie  and  credit,  and 
a  variation  in  the  rate  of  discount  is  the  grand  natnral  corrector 
of  the  evil  To  attempt  to  keep  the  nite  of  discount  uniform,  is 
to  thwart  and  contravene  the  laws  of  nature  just  the  same  as  an 
attempt  to  fix  tlic  price  of  wheat.  Like  all  true  laws  of  nature, 
the  simplicity,  beauty,  and  perfection  of  its  action  is  marvellous, 
and  it  produces  a  mnltitade  of  results  which  arc  not  perhaps  very 
obvious  at  first.  If  specie  is  leaving  the  country  and  becoming 
scarce  compared  to  credit,  every  principle  of  nature  shews  that 
the  value  of  money  most  rise,  1,0.,  the  rate  of  discount  must  rise; 
and  this  has  a  tendency  to  prevent  the  outflow  of  bullion,  and  to 
attract  it  from  abroad ;  on  the  other  hand,  if  specie  be  flowing 
into  the  country  and  likely  to  bccunio  too  abundant  compared  to 
credit,  a  fall  in  its  value,  or  a  fall  in  the  rate  of  discount  i^tels  it 
from  the  country.  If  a  nation  be  visited  with  a  great  faiJuro  ot 
the  crops  it  can  only  buy  such  food  from  foreign  countries  with 
its  commodities  or  its  money;  it  cannot  send  its  credit  in  pay^ 
ment  abroad.  Now,  if  commodities  arc  too  dear,  it  must  pay  with 
money,  and  credit  in  this  country  is  the  great  producirig  power, 
and  credit  for  a  lime  is  a  great  sustainer  of  prices  by  enabling 
people  to  withhold  their  commodities  from  the  market.  Now, 
raising  the  rate  of  discount  curtails  credit,  forces  sales,  and  thereby 
loweiTj  the  prices  of  commodities,  and  makes  it  less  profitable  to 
export  specie,  and  more  profitable  to  export  goods.  Moreover, 
Ihfi  rise  in  the  value  of  money  here,  i>,,  the  low  price  of  debts 
and  commodities,  tempts  buyers  from  neighbouring  countries  to 
bring  their  money  here.  It  thus  causes  an  inflow  of  bullion  and 
reetoreB  our  cunxmcy  to  a  uniformity  of  valne,  with  that  of  neigh- 
bouring countries.  Again,  if  this  nation  has  to  B[*erid  a  great 
part  of  ita  money  in  buying  foreign  corn,  it  is  quite  clear  that  it 
has  not  got  so  much  to  spend  In  purchasing  goods ;  on  over-pro* 
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ductioii  of  goods,  therefore,  can  only  end  in  a  disastrous  fall  in 
prices.  And  here,  too,  the  beaatrful  action  of  this  gn'nt  b\v  of 
natare  is  manifest.  So  enormous  a  prop<:»rtion of  the  curarooditiij* 
of  this  couutrjr  are  prodnce<l  by  the  credit  system,  that  a  rise  in 
the  rate  of  disctmnt  just  hite  profits  between  v  *  t  water,  m 
we  may  say.     Cunseqncntly,  a  viae  in  the  rate  v  nt  retunla 

and  curtails  prodnetion  in  proportion  to  the  diiuinished  cou8um« 
ing  powers  of  the  nation,  and  so  prevents  snch  a  rninonB  fall  in 
prices  ns  wonld  necc&sirily  follow  an  nndiroinished  paKiocLion, 
accumpuuitd  by  a  dimtuished  power  of  oonsomption 

62.  In  f.icU  when  a  commercial  crisis  oocnrs  in  a  country, 
it  invariably  mtans  that  more  persons  are  wishing  to  sell  than 
there  are  i^K^rnons  to  bny,  or,  at  least,  at  remnnerative  prices,  A 
commercial  crisis  invartubly  arises  from  a  lack  of  purchasers 
whidi  is,  in  fact,  over-prt>duction.  Tnie  prudence,  therefore, 
shews  that  in  all  commercial  cvlse^^  product  ion  should  be  curbt^. 
It  is  mnch  better  not  to  produce  at  all,  than  to  produce  and  be 
obb'ged  to  sell  at  a  loss.  To  produce,  and  be  obliged  to  sell  below 
the  cost  of  production,  is  loss  of  capital.  It  is  better,  th^.rvfore, 
not  to  employ  the  capital  at  all  than  to  lose  it.  Raising  the  rate 
of  discount,  therefore,  acts  as  a  timely  warninjj:  to  pnxliujere  to 
hold  hard.  It  is  necessary  to  disjjose  of  the  stock  abeady  pro- 
duced, before  producing  more,  and  if  the  stream  of  sale  is  stopped 
while  pr<jr]nction  coiuruues,  it  can  only  end  in  a  more  aggravated 
fall  at  last 


63.  Now,  what  is  the  necessary  consequence  of  an  attempt 
to  thwart  this  frreat  law  of  nature  ?  In  time  of  scarcity  of  food, 
and  a  necessary  i^xp»rt  of  mouL^y  to  buy  it,  if  the  rate  of  disoount 
be  kept  unnaturally  low,  nothinjj  but  money  will  go;  commodities 
are  too  dear,  they  will  not  go,  Agjiiu,  money  being  kept  at  an 
unnaturally  low  rate  hei'e,  no  one  will  bring  it  here  from  neigh- 
b<.)uriug  countries  ;  coueequently,  great  quautitiea  of  money  will 
go  out  and  none  will  come  in,  till  at  hist  the  circulating  un 
will  bo  nothiug  but  •'promises  to  pay,*' and  no  money  to  pay  i 
w  itb.  Then,  at  last,  violent  convulsions^  total  destructiuu  of  credit* 
every  one  wishing  to  sell,  and  do  one  wisljfug  or  able  to  buy 
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54.  Oq  tbe  other  hand,  if,  when  specie  is  flowing  in  Tvith 
fcoo  great  abundnnce,  it  be  not  repelled  by  a  dne  diminution  in 
the  value  of  moQcy,  i.«.,  a  fall  in  the  rate  of  discount,  it  vfill 
coutinneto  do  so  until  it  is  so  superabundant  that  a  riulcnt  full 
takes  place.  Persons  who  are  accustomed  to  depend  on  the 
incomes  they  derive  from  the  interest  of  money,  .suddenly  find 
that  their  means  are  seriously  diminished.  In  the  year  1824 
there  was  such  a  plethom  of  capital  in  the  coutitry  that  the 
Scotch  banks  gave  no  interest  on  deposits  ;  after  1824  came  1825. 
Then  wild  speculations  find  favonr  in  the  public  raind,  promising 
hi|*her  profits;  and  then  the  community  goes  through  tbe  cycle  of 
bubble  specnlntiona,  extravagant  credit,  ending  in  a  commercial 
caliwtrophe.  We  may  feel  quite  certain  that  if  during  the  various 
crises  this  country  had  passed  through,  there  had  been  more 
attention  paid  to  observe  the  natural  rate  of  discount,  instead  of 
thwarting  the  course  of  nature,  thougli  the  variations  would  have 
been  more  frequent,  they  would  have  been  less  violent  and  ex- 
treme. If  specie  is  coming  in  with  too  great  speed  it  is  good  to 
lower  the  rate  of  discount  quickly  to  prevent  it  getting  lower  ;  if 
specie  is  going  out  too  rapidly,  it  Is  good  to  raise  the  rate  quickly 
to  prevent  its  being  higher 

65.  Such,  however,  ia  the  perversity  of  man,  that  many 
think  that  a  uniform  wnd  invariable  rate  of  discount  is  the  greai 
thing  to  be  preserved,  no  matter  what  nature  may  say  to  the 
contrary,  and  tlieir  ingenuity  is  racked  to  devise  a  plan  for  always 
keeping  it  so,  just  as  if  the  governor  of  the  steam  engine  ought 
always  to  revolve  with  uniform  velocity.  Now,  the  inevitable 
consequence  of  taking  tliesc  means  to  thwart  nature  will  be,  tiiat 
when  specie  is  scarce,  it  will  be  repelled  by  a  lower  rate  than  the 
natural  one  ;  )vhen  it  is  already  too  abundant,  it  will  be  still 
further  attracted  by  a  rate  higher  than  the  natural  one 

66*  The  extreme  anxiety  of  persons  to  obtain  an  impossible 
object,  always  to  have  the  power  of  s.*lliug  debts  due  to  them  at 
uniform  rate,  has  led  to  a  very  provaleut  theory,  which  seems 
)Tj  innocent  and  simple.  It  being  desirable  always  to  maintain 
the  currency  at  a  uniform  amount,  they  propose  that,  as  gold 
goea  out,  paper  should  bo  issued  to  supply  its  place.    This  theoiy 


282 


XnEORY   AND   PRACTICE   OF   BANKING 


is  adopted  by  Sir  Ai-chibald  Alison,  who  says,  after  condemning 
the  theory  that  gold  and  paper  must  vary  together — 

"The  true  Bystem  would  be  just  the  reverse.  Proceeding  on 
the  principle  that  the  great  object  is  to  equalise  the  currency, 
and  with  it  prices  and  speculations,  it  would  enlarge  the  paper 
currency  when  the  precious  metals  are  withdrawn,  and  cix^dit 
is  threatened  with  a  stoppage,  and  proportionately  contract  it 
when  the  precious  metals  return,  and  the  currency  is  becoming 
adequate  without  any  considerable  addition  to  the  paper  ** 

57.  There  would  be  certainly  something  specious  in  the  idea 
of  issuing  bank  notes  to  supply  the  place  of  the  gold  that  went 
out  if,  unfortunately,  it  had  not  been  ti'ied  over  and  over  again, 
and  l>cen  attended  unfortunately  with  a  catjv^trophe.  When  gold 
was  leaving  the  country  in  vast  quantities  in  17I)G,  the  Bank  of 
England  still  maintained  it^s  issues,  against  its  own  will^  it  is 
true,  but  yet  the  fact  illustrates  the  principUy  and  the  conse- 
quence was  the  suspension  of  cash  payments  in  1707.  When  the 
Hank  had  got  right  agaiu  in  1817,  a  drain  for  foreign  loans 
began,  and  the  bank  extended  its  issues  in  1818,  and  the  con- 
sequence was  the  second  suspension  of  cash  payracnls  in  1819. 
In  1824  when  bullion  was  departing  from  the  country  like  a 
flood,  the  Bunk  extended  its  issues ;  then,  when  it  saw  itself  right 
in  the  vortex  of  bankruptcy,  it  suddenly  altered  its  policy,  nud 
the  result  of  all  this  was  the  catastrophe  of  1825.  In  18:58-39,  a 
similar  drain  occurred,  the  Bauk  with  marvellous  perversity, 
maintained  its  rate  of  discoout  considerably  below  the  market 
rate,  and  the  result  was  the  monetary  crisis  of  1839.  In  1817, 
there  was  the  same  error  and  the  same  result.  Surely  these 
instances  arc  enough  to  destroy  this  fatal  delusion 

68.  In  fact,  Sir  Archibald,  and  the  great  body  of  public 
wTiters  who  share  these  sentiments,  wholly  mistake  the  object 
to  be  sought  for  in  so  delicate  and  artificial  a  machine  as  a  paper 
carrency.  The  object  to  be  aimed  at  is  not  to  [»reservea  unifonu 
rate  of  discount  in  this  country,  bat  to  maintain  a  uniformity  in 
the  value  of  the  British  currency  with  that  of  other  countries.  If 
money  is  made  artificially  cheap  in  this  country,  that  is,  cheaper 
than  it  u  in  neighbouring  countries,  persons  in  tliis  country  will 
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esyort  it  to  where  it  is  of  greater  value  ;  they  will  buy  foreign 
securities,  they  will  import  foreign  coramodities.  On  the  other 
hand,  foreign  nations  will  flood  this  coaiitry  with  their  securities 
— just  as  the  Americ^nR  did  in  18:39,  when  the  Bank  kept  dowa 
the  rate  of  discount  below  its  proper  level — because  they  can 
sell  them  at  a  better  price  here  than  iu  their  own  country.  If  a 
man  wishes  to  sell  a  horse,  and  ray  neighbour  will  only  givo 
£90  for  it,  and  I  will  give  £d6t  he,  of  course,  will  sell  the  horse 
to  me,  and  take  away  my  cash.  So,  when  the  Americans  wished 
to  sell  their  debts,  aud  found  that  in  their  own  country  they 
could  only  get  £90  par  cent,  for  them,  whereas  they  could  get 
£97  per  cent,  for  them  in  Engltind,  as  a  uutural  consequence, 
they  sent  theua  to  England  for  sale,  and  took  away  the  cash.  Tho 
only  way  for  England  to  have  stopped  this  wonld  ha?e  been  t« 
give  no  more  for  these  securities  than  the  Americans  would  them- 
selves ;  in  other  words,  to  maintain  a  uniformity  in  value  between 
tho  currencies  of  the  two  countries 

6d.  When  the  foreign  exchanges  are  unfavourable  to  this 
country,  the  simple  meaning  of  that  is,  that  it  is  profitable  to 
export  gold.  Now,  where  is  the  gold  got  from  for  exportation  ? 
From  the  Bank  of  England.  And  how  is  it  got  from  there  ?  By 
getting  hold  of  the  Bank's  **  promises  to  pay  ^*  gold  on  demand. 
Now,  when  the  Bank  of  England  knows  that  a  multitude  of  per- 
sons are  trying  to  get  hold  of  its  "  promises  to  pay  '*  for  the 
purpose  of  demanding  gold  for  them,  to  carry  oot  of  the  country, 
would  it  not  be  the  height  of  f<jlly  in  the  Bauk  to  be  multiplying 
its  " promises  to  pay"  in  all  directions,  aud  selling  them  cheap? 
This  would  be  exactly  as  wise  as  if  the  captain  of  a  ship,  directly 
he  saw  a  storm  coming  on,  were  to  set  all  his  stndding-^aila  and 
royals.  When  the  captain  sees  the  tempest  apjiroaching,  he  must 
get  down  his  top-gallant  masts  aud  reef  his  topsails;  so,  whenn 
commercial  tempt-st  is  threatened,  it  behoves  those  who  pilot  the 
Teasels  of  credit  to  contract  their  **  promises  to  pay  " 


60.  The  plan  j)roposed  by  Sir  Archibald,  and  a  multitude  of 
unthinking  writers,  is,  that  when  gold  is  leaving  the  wuntry, 
commissioners  should  be  appointed  to  issue  au  equal  amount  of 
iooonvertiblc  pa^icr,  which  is  to  be  withdiawu  when  gold  cornea 
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back  a<(uio.  But  what  is  to  be  dooe  with  the  oonvertiblc  paper 
already  in  existence  ?  Is  it  to  be  dechired  inconvertible  ?  For, 
as  louL''  as  the  rate  of  discount  13  depressed,  there  will  be  a  coQ» 
atant  deiDand  for  gold  in  exchan.t^'e  for  notes,  and  a  corresponding 
amonnt  of  vrronvertibk  paper  must  be  issued.  Let  this  wonderfal 
theory  be  pnt  in  practice,  and  the  drain  will  not  cease  until  every 
sovereign  has  left  the  country ;  and,  moreover,  they  never  will 
come  back  again.  For,  as  the  avowed  intention  is  to  keep  down 
the  rate  of  discount,  and  to  keep  up  prices,  there  is  nothing  to 
bring  the  bullion  back  again.  Nothing  can  briiig  it  back  again 
hero,  except  we  can  sell  our  comraodities  or  debts  cheaiM?r  than 
other  nations.  But  it  is  the  avowed  intention  of  these  issnea  to 
prevent  that;  consequently,  do  bullion  ever  will  come  back 

61,  But,  moreover,  this  wonderful  panacea  of  all  inonL'tary 
ilk— issuing  an  inconvertible  paper  currency,  to  supply  the  place 
of  the  gold  that  goes  out — is  just  our  old  friend  John  Law^s 
scheme  over  again,  of  issuing  paper  currency  biiBed  upon  com- 
modities, Those  who  advocute  this  think  that  the  nation  can 
fiend  its  money  abroad  to  buy  food,  and  have  it  as  well  in  the 
form  of  paper  money.  Junt  as  if  a  man  miirht  go  into  a  shop, 
SfMjnd  his  money  there  in  buying  goods,  and  then  have  it  again  in 
the  furra  of  a  ''promise  to  pay."  When  will  this  stupendous 
delusion  be  eradicated  from  the  public  mind  ?  If  I  have  a  cer* 
tain  quantity  of  money  in  my  till,  I  may  safely  give  a  **  promise 
to  pay;"  or,  if  I  know  for  certain  that  money  is  earning  in  to  me 
on  a  certain  day,  I  may  give  my  '•  promise  to  pay"  at  a  certaia 
date  ;  but  when  I  have  actually  spent  my  money,  and  it  is  gone 
away  from  me  for  evt-r,  to  think  that  I  oould  then  grant  a  "  pro- 
mise to  pay"  worth  anything,  is  an  idea  which  savoors  little  of 
sanity.  In  1096-97,  dnring  the  i-e-coinage  of  the  sikcr,  the  Bank 
of  England  might  have  issued  £\  notes  with  the  greatest  ad- 
vantage and  propriety  for  a  temiwrary  purpose,  because  it  knew 
that  it  would  shortly  have  the  money  to  pay  them  with ;  b»it 
wIru  t!iO  money  is  gone  from  the  Bunk  to  buy  corn  al>road,  it 
woulil  be  the  most  dangerous  folly  possible  to  issue  notes  to  supply 
liie  place  of  gold 

6S2,     But  there  are  several  other  coosideratious  which  pomt 
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ont  thai  the  rate  of  disooQiib  is  the  true  method  of  acting  apon 
the  paper  cunxfiicy,  Aa  soon  as  the  exclmnge  becomes  ao  un- 
favoiinible  as  to  make  it  profitable  to  export  gold,  an  inamense 
number  of  bills  are  fabricated  for  the  purpose  uf  being  sold  for  the 
Siike  of  the  premium;  and  these  will  cotitiiiue  to  be  fabricated  as 
Ion**  as  the  rate  of  disconrit  is  kept  below  that  of  neighbouring 
couutneS;  now,  raising  the  rate  of  diseount  strantrles  all  such 
Of)enition8  in  the  birth.  If  only  the  nutmrkal  amount  of  notes 
be  looked  to,  and  the  rate  of  discount  be  kept  dowE,  these  specu- 
lators may  get  their  bills  passed,  while  legitimate  trade  bills  may 
l>e  refused.  A  moderate  rise  in  the  itite  of  discount  will  never 
inflict  any  real  injury  on  trade  at  all  equal  to  the  refusiU  to  dis- 
count trade  bills  altogether  •  and  that  is  the  result  which  ha** 
alwnya  ensued  from  a  perseverance  ia  keeping  down  the  value  of 
money  below  the  Datura!  level 

63.  Moreover,  when  the  nation  is  actaally  obliged  to  spend 
its  money  in  buying  foreign  corn,  or  on  any  other  object,  such  as 
war,  it  is  quite  impossible  that  it  can  have  so  much  money  to 
s|)end  upon  other  things ;  its  consuming  powers,  therefoi*e,  arc 
diminished ;  it  must  economise  in  other  things.  Now,  if  the 
rate  of  discount  is  kept  below  its  natural  level,  it  stimulates  and 
encourages  production  bo  much  beyond  the  powers  of  consumption, 
that  it  must  necessarily  terminate  in  an  nggi-avated  fall  in  prices, 
A  timely  raising  of  the  rate  of  discount  is,  therefore,  a  warning  to 
producers  to  contract  their  operations  gradually.  But  keeping  it 
nunatundly  low  lulls  them  into  fulse  security  ;  tliey  maintain 
their  engagements  on  credit  on  an  undiminished  scale,  till  at  last 
the  Bank,  for  its  own  safety,  is  obliged  to  pull  up  on  a  sudden — 
to  bring  up  all  standing.  Then  follows  a  total  refusal  to  discount, 
commercial  panic,  and  ruin 

64.  It  is,  then,  an  incontrovertible  fundamental  truth  in 
monetary  science,  that  npecic  and  credit  form  the  circulating  me- 
dium, and  that  they  must  increase  and  deciviise  together.  An 
increase  of  currency,  without  an  increase  of  debt^  has  no  eflt?ct  but 
to  diminish  the  value  of  the  currency.  The  same  thing  happens, 
if,  when  debt  is  destroyed,  currency  is  not  destroyeil  uitli  it.  If 
a  metallic  currency  increases  faster  than  debt,  nature  provides  a 
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remedy — ^it  is  immediatelj  exported.  Bafc,  with  an  inconvertible 
paper  carrency,  this  cannot  happen^  and  when  debt  is  destroyed, 
currency  remains  in  circnlation ;  when  this  goes  on  for  any 
length  of  time,  or  to  any  extent,  the  ineyi table  result  is  a  depre- 
ciation of  the  paper  currency,  which  is  shewn  by  the  rise  of  tho 
market  above  the  Mint  price  of  gold.  This  was  eminently  ex- 
emplified in  England  in  the  years  subsequent  to  1810.  The 
extravagant  speculations  were  followed  by  an  enormous  destruction 
of  capital ;  but  the  currency  which  was  issued  to  represent  it 
remained  in  circulation,  and  soon  manifested  itself  in  a  rapid  fall 
of  the  value  of  paper.  It  was  impossible  that  paper  ever  should 
light  itself,  unless  this  superfluous  currency  was  destroyed.  It 
is  recorded  that  an  Irishman  once  having  taken  a  dislike  to  a 
banker,  in  order  to  spite  him,  collected  a  number  of  his  notes  and 
burned  them.  It  would  have  been  an  excellent  thing  for  the 
country  bankers  of  England  in  1814-15,  if  some  one  had  done  tho 
same  kind  offica  for  them.  The  quantity  of  paper  currency  was 
so  excessive,  compared  to  what  it  represented,  that  nothing  could 
restore  it  to  its  par  value  but  the  destruction  of  a  large  portion 
of  it ;  and  this  was  brought  about  by  the  destrnction  of  the 
issuers  of  it ;  and,  when  this  was  done,  the  value  of  the  remainder 
rose  to  par 

65.  We  have  gone  over  most  of  the  theories  of  currency 
Tthich  have  attained  the  greatest  practical  importance.  That 
there  are  others,  is  true ;  bat  they  have  generally  been  confined 
to  a  small  knot  of  fanatics.  But,  as  they  seem,  at  last,  to  have 
died  out,  we  need  not  weary  our  readers'  patience  by  disturbing 
their  peaoefhl  oblivion 
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CHAPTER  XV 


ON  THE  DEFINITION  OF  CURRENCY 


I.  Having  iu  the  preceding  chapters  completed  a  general 
sarn^y  of  tlio  nioclianism  of  Bankiug  and  tlie  Foruiga  Exeliangcs, 
we  arc  now  compelled  to  examine  the  peculiar  system  of  Baukiiig 
which  is  at  present  established  in  this  country;  but,  before  we  do 
Ro,  we  must  give  a  little  time  to  settle  the  raeaning  of  the  woi*d 
Currency.  Jlost  persona  engnij^ed  in  practical  business  are 
morbidly  averse  to  discussiims  on  the  meaning  of  words,  thinking 
them  to  be  pure  waste  of  time.  But  no  science  was  ever  yet 
founded  without  such  controversies,  and  it  ia  [)rccisely  because 
writers  on  Ecunomica  have  systematically  despised  and  neglected 
the  only  means  by  which  a  science  can  be  founded,  and  by  which 
e?ery  other  great  science  has  been  created  and  eBtublishcd,  that 
Economics  is  at  the  present  moment  in  such  a  discrcdi table  state. 
In  the  present  case  this  investigation  is  aUsolutely  iudi5i)en8able, 
because  the  Bank  Charter  Act  of  1844,  which  now  governs  the 
whole  monetary  system  of  the  country,  is  expressly  founded  upon 
a  peculiar  dejlmtion  of  the  word  Currency,  and  ia  expressly 
devised  to  carry  out  a  peculiar  Theory  of  Currency.  In  this 
chjipter  we  mast  therefore  investigate  and  settle  the  meaning  of 
the  word  Currency 

A  Tery  distinguished  statesman  has  said  that  the  word 
Currency  has  driven  more  people  mad  than  anything  except 
love.  Nor,  to  say  the  truth,  is  this  very  surprising.  If  we  were 
to  assemble  a  company  of  purely  literaiy  men,  and  request  them 
to  '*  Differentiate  the  Equation  to  a  Carre,"  we  have  not  the 
smallest  doubt  but  that  such  a  mysterious  expression  might  drive 
tltom  to  despair,  whereas  any  moderately  educated  school-boy 
could  do  it  at  a  glanoc.  It  is  precisely  the  same  with  the  word 
Currency.    It  is  a  term  of  pure  Mercantile  Law*    Any  mer- 
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cantilo  lawyer  can  tell  io  au  inatant  what  the  word  Currency 
inoiwii^,  and  what  it  includes  ;  whereas,  those  who  have  occupied 
thoiiiKolves  wiUi  distjiissions  on  U,  know  absolutely  nothing  of 
AlLTcjiuiilG  Law,  and  Imve  exactly  as  much  chance  of  settling 
tli«^  nn'ivnini(  of  Currency,  as  tliey  have  of  DiiTorentiatiug  au 
Kiliijitii>n,  Wc  bavo  already  given  a  short  account  of  its  true 
meaning*,*  but  wo  must  now  invcstig-ate  the  question  completely 

2.  0«r  Saxon  ancestors  utterly  discounteoaoced  and  pro- 
hibiieil  the  Halo  or  exeliango  of  any  goods,  merchandise,  or  cattle 
by  private  side  or  bargain.  It  was  a  matter  of  fixed  policy. with 
lliem  that  no  sales  shonhl  take  place  except  in  tlie  presence  of 
witnt'W'es.  A  series  of  kings  niudc  laws  to  this  effect,  and  as  thege 
laws  are  to  this  very  hour  in  spirit  the  Common  Law  of  England, 
and  aro  very  little  known,  we  may  give  a  little  space  to  qnot« 
thera  textual ly,  as  constitutional  curiosities 

Thus,  among  the  Dooms,  or  Laws,  which  HlothaQrc  and 
Kudric,  kings  of  the  Kcntij^h  men,  about  tJ83  a^d.,  established  is 
thist — "  10,  That  if  any  Kentishman  buy  a  chattel  in  Lunden- 
wic  (London),  let  him  then  have  two  or  three  true  men  to  witness, 
or  the  king's  wic-reove.  If  it  be  afterwards  claimed  of  the  man 
of  Kent,  U't  him  tlien  vouch  the  man  who  sold  it  to  wammty^  in 
the  wic  at  the  King's  Hall,  if  he  know  him,  and  can  bring  him 
to  warranty ;  if  he  cannot  do  that»  let  him  prove  at  the  altar, 
with  one  of  Ida  witnesses,  or  with  the  king's  wic-reeve,  that  ho 
lK)Ught  the  chattel  openly  in  the  wic,  with  his  own  proj^erty,  and 
thoTi  let  him  Ih)  pnid  ita  worth  ;  but  if  he  cannot  prove  tlrat  by 
Uwful  averment,  let  him  give  it  ap  i  and  lot  the  owner  take 
puraessioQ  of  it  '* 

Among  the  Dooms  of  Tne,  King  of  Wessex  (6^-725  AJ».X  ^ 
thist^**  25,  If  a  chapman  traffic  up  among  the  people^  let  him 
do  it  before  witnejtses.  If  stolen  proi>erty  be  attached  with  • 
chapman,  and  he  have  not  bought  it  before  gwjd  witricisses,  ki 
hiui  prove,  accortlitig  to  tl  lujt  he  was  neither  privy  iigr 

tliicf,  or  piiy  as  wite  thirty--  i^'s*' 


itflii 


Among  tbe  Dooms  of  Edward  the  Elder,  son  of  Alfred 
(901-924  A.D.),  is  this*—"  1*  And  I  will  that  every  man  have 
hia  warrantor^  aud  that  no  man  buy  out.  of  port^t  but  have  the 
portreeves  witucss,  or  that  of  other  unlymg  men  whom  one  may 
believe.  And  if  any  one  buy  out  of  port  let  him  incur  the  kin«j'a 
ofer  hyrne^"  {t\e.,  cont<?mpt,  or  hearing  aud  refusing  to  obey, 
which  incurred  a  penalty  of  1 20s.) 

Among  the  Dooms  of  ^thelstan  (025-960  A.D.)  h  thist^— 
**10.  Aud  let  no  man  exchange  any  property  without  the  witness 
of  the  reeve,  or  of  the  mass-priest,  or  of  the  landlord,  or  of  the 
bordcrc,  or  of  other  nnlying  man.  If  any  one  so  do,  let  bira  give 
thirty  shillings,  and  let  the  landlord  take  possession  of  the 
exchange  " 

Among  tbe  Dooms  of  Edgar  (059-975  A-D.)  are  these — 

"4-  To  every  burh  let  there  be  chosen  thirty-three  aa 
viiDeaaes 

"5-  To  small  burhs,  and  in  every  hundred,  twelve;  nnlejs 
ye  desire  more 

**6.  And  let  every  man,  with  their  witness,  kiy  and  Fell 
every  of  the  ehattela  that  he  may  buy  and  eell,  either  in  a  burh, 
or  in  a  wapentake;  and  let  every  of  them  when  he  is  first  chosen 
as  witness,  give  the  oath  that  he  never,  neither  for  money  nor  for 
love,  nor  for  fear,  will  deny  any  of  those  things  of  which  be  was 
witness,  nor  declare  any  other  thing  iii  witness,  save  that  alone 
which  he  saw  or  heard;  and  of  such  sworn  men,  let  there  be  at 
every  bargain  two  or  three  aa  witnesses" 

Among  the  Dooms  of  Ethelrcd  (979-1016  A.i>.)  is  thisj — 
•*  8.  And  let  no  man  buy  or  exchange  unless  he  have  burh  and 
witness ;  but  if  any  so  do,  let  tbe  landlord  take  possession  of,  and 
hold  the  propeity,  till  that  it  be  known  who  rightfully  owns  it'* 

Among  the  Dooms  of  Cnut  the  Great  (1017-1035  a.d,)  is 
this[ — "24*  And  let  no  one  buy  anything  above  the  value  of 
I  four  pence,  either  living  or  lying,  unless  he  have  the  true  witness 

I  of  four  men,  be  it  within  a  burh,  be  it  up  in  the  country.    For  if 

I  *  Ancitnt  Laws  a,tJ  Imiituttt  of  Fmjlundf  J>.  68. 

^^^  f  Thai  li  lixrket  Overt ;  Ld  Roman  Law,  Portus  est  conclosxu  Iocub  qao  importaatiir 

^^H  mirrcci  et  Ludij  es{>orUiuLur.     Kat  rt  »tuiiu  conclu&u  et  mtinlla. 

^^r  !  Ancient  Lawt  and  JnatUufen  i/  England^  p.  87. 

f  I  /WJ.,  p.  130.  I  Ibid,,  p.  167. 

^H      TOL.  n.  «  r 
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it  then  be  attached,  and  he  have  no  such  witness,  let  there  be  no 
vouching  to  warranty  \  bnt  let  his  own  be  rendered  to  the  pro- 
prietor ;  and  the  aftergild  and  the  wite  to  him  who  is  entitled 
thcR'to'' 

Among  the  Laws  of  Edward  the  Confessor  (10-13-1066  A.D.) 
18  this* — "38.  Defensum  emt  eciam  in  lege,  ne  nliquis  emnt 
vivnm  animal  vel  pannum  usatum  sine  plegiiB  et  bonis  testibag 
.  ,  .  ,  Et  si  venditor  non  potest  habere  plegicts,  retiueatur 
cum  pecunia  donee  veniat  dominua  ejus,  ant  quilibet  alius,  qui 
jnste  pceait  eum  warantizare.  Quod  si  aliter  aliquts  emeriti  quod 
Btiilte  emit  perdat  et  forisfacturam  " 

William  the  Conqueror  (1066-1087  a.d.)  continued  this  hwf — 
"45.  Nemo  emat  vel  rivum  vcl  mortuum  ad  valenciam  IIII. 
denariorum  sine  IIIL  teatibus,  aut  de  burgo  aut  de  villa  cain- 
peetrL  Quod  si  aliqnis  rem  postmodum  calnmpniatus  fucrit,  et 
noo  testes  habuerit  nee  warantum,  et  rem  reddat  et  forisfacturam, 
oni  de  jure  competit  ** 

Also  in  a  Charter  granted  by  him  be  says  } — 

"  10.  Interdicimus  eciam  nt  nulla  viva  (:>ecunia  vendatur  aut 
ematur  nisi  intra  civitates  et  hoc  ante  tres  iideles  testes ;  nee 
aliquam  rem  vetitam,  sine  fidejussore  et  wamuto.  Quod  si  aliter 
fecerit,  solvat,  et  persolvab,  et  postea  forisfacturam 

'*  11.  Item  nullum  mercatum  vel  forum  sit,  nco  fieri 
pormittatur*  nisi  in  civitatibus  regni  nostri,  et  in  burgis  [clansis] 
et  muro  villatis,  et  in  castcllis,  et  in  l<K:ia  tutissimis»  ubi 
consuetudines  regni  nostri,  et  jus  nostrum  coiiunune,  et  dignitatea 
corone  nostre,  quo  constitute  sunt  a  bouis  predecessoribus  nostris 
deperire  non  possint,  nee  defraudarl  nee  violari,  sed  omnia  rite, 
et  in  aperto,  et  per  judicium  et  justiciam  fieri  de  beaut " 

And  BO  also  the  Mirrour  of  Justice  says,  p.  14 — "It  was 
ordained  that  fairs  and  markets  should  be  in  places,  and  that  tlio 
buyers  of  com  and  cattle  should  pay  toll  to  the  lords'  bailiflf  of 
markets  or  fairs  ;  that  is  to  say,  a  false  penny  of  six  shillings  of 
good,  and  of  good,  less  and  of  more,  more  ;  so  that  no  toll  exceed 
a  penny  for  one  manner  of  merchandise  :  and  this  toll  was  given 
to  testify  the  contracts,  far  tlmt  every  privah  contract 
forbidden  " 

*  Ancient  Lomi  and  imtitutet  ^f  Ef^gUsnd^  p.  191. 
t  Ibid.,  If.  209.  t  Ibid.,  p.  212. 
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3.  How  loDg  these  Dooms  continued  in  force  we  cannot  say  : 
Mr.  Justice  Stephen  says*  that  tbey  lasted  till  the  time  of  Bractou: 
and  they  are  in  spirit  the  foundation  of  the  Coniraon  Law  at  tho 
present  hour.  It  is  the  cstabh'shed  principle  of  Common  Law  that 
if  any  person  steals  or  finds  any  chattel  belonging  to  any  one  else, 
and  sp\h  it  privattdy  to  a  third  person,  the  true  owner  may  reclaim 
it  from  that  third  person,  CTen  though  he  bought  it  lionestly,  and 
gave  fall  value,  and  had  no  suspicion  that  the  seller  bad  no  title 
to  sell  it.  For  the  law  holds  in  general  that  no  one  can  sell  what 
lie  does  not  possess  himself ;  and  it  does  not  allow  that  the  true 
owner  has  lost  the  property  in  the  chattel  or  goods,  by  ha?ing 
accideutaliy  inistaid  them,  or  having  them  stolen  from  him 

If,  however,  tho  thief  or  finder  manages  to  sell  the  goods  in 
markd  overly  then  tho  buyer  is  by  common  law  entitled  to  retain 
them  against  the  true  owner 

However,  by  Statute  24  &  25  Yict.  (1861),  c.  99,  §  100,  it  is 
now  enacted  that  if  the  loser  prosecutes  the  thief  to  conviction, 
then  the  court  may  grant  a  writ  of  summary  restitution  to  the 
true  owner  of  the  property,  in  whose  ever  hands  it  may  be,  even 
though  he  may  have  bought  it  honestly,  aud  given  fall  value 
for  it 

In  the  City  of  London  every  day  except  Sunday  is,  by  ancient 
custom,  market  day;  and  every  shop  is  market  overt  for  the  goods 
which  are  usually  sold  there,  but  for  no  others.  It  was  held  by 
all  the  judgesf — **  that  if  plate  be  stolen,  and  sold  openly  in  a 
scrivener's  shop  on  the  market  day  (as  every  day  is  a  market  day 
in  London  except  Sunday),  that  this  sale  should  not  change  the 
property ;  but  the  paity  should  have  restitution  ;  for  a  scrivener's 
shop  is  not  a  market  overt  for  plate,  for  none  would  search  there 
for  such  a  thing  j  d  sic  do  simitibnSy  Ac,  But  if  the  sale  had 
been  openly  in  a  goldsmith's  shop  in  London,  so  that  any  one  who 
stood  or  passed  by  the  shop  might  see  it,  then  it  would  change 
the  property.  But  if  the  sale  be  in  the  shop  of  a  goldsmith, 
either  behind  a  hanging,  or  behind  a  cupboard  upon  which  his 
plate  stands,  so  that  une  stood  or  passed  by  the  sliop  could  not  se^ 
it,  it  would  not  change  the  property  ;  or  if  the  sale  be  not  in  the 
ihop,  but  in  the  warehouse,  or  other  place  of  the  house,  it  would 

*Bisttfry  vf  tht  Crimiml  Law,  VoL  IJL,  p,  129. 
t  The  cuic  o/  Market  Ovtrt,  $  Co:  83  h.,  llil ,  ^S  Eiiv. 

V  2 


292     THEORY  AND  FBACTICE  07  BANKIKQ 

nob  change  the  property,  for  that  is  not  in  market  overt,  and  none 
would  search  there  for  his  goods.  So  every  shop  in  London  18 
market  overt  for  such  things  only  which  by  the  trade  of  the 
owner  are  put  tliere  to  sale  " 

But  in  country  towns  only  those  days  are  market  days  which 
are  appointed  by  law  or  ancient  custom;  and  those  places  only  are 
market  overt  for  any  goods,  merchandise,  or  cattle,  which  aro 
expressly  appointed  for  the  sale  of  such  articles.  And,  conse- 
quently, all  sales  of  any  articles  made  in  any  other  than  snch 
places  are  void  against  the  true  owner,  if  the  articles  be  not  the 
property  of  the  seller.  The  same  rule  al^o  holds  good  with  rc^rd 
to  pledging  stolen  goods  with  a  pawnbroker,  or  other  person.  We 
might,  if  necessary,  illustrate  these  doctrines  by  several  recent  caacB 
but  that  would  occupy  too  much  space  in  such  a  work  as  this 

4.  Such  is  the  law  with  regard  to  all  kinds  of  goods,  mer- 
chandise, and  cattle.  But  with  regard  to  Money  the  case  was 
always  different.  If  a  person  stole  or  found  money  belonging  to 
any  one  else,  the  true  owner  coold  com|>el  him  to  give  it  up,  if  ho 
could  prove  the  fact,  and  identify  the  money*  But  if  the  finder 
or  thief  paid  away  the  money  in  the  ordinary  course  of  basiness  ; 
as  if,  for  instance,  a  shopkeeper  sold  goods  to  the  thief,  and  took 
the  money  in  the  ordinary  course  of  his  business,  without  knowing 
that  it  was  stolen,  then  be  could  retain  the  money  against  the  true 
owner,  eTen  though  he  could  identify  it.  That  is  to  say,  the 
property  in  the  money  passed  along  with  the  honest  possesfiion  of 
it  in  every  sale  or  exclumge.  And  from  this  peculiarity  money 
was  said  to  be  Current,  i.e.,  that  the  projferfy  in  it  passed  by 
delivery.  And  this  was  necessary  by  the  very  nature  of  com- 
merce, because  no  transactions  could  take  place  if  the  Beller  was 
bound  in  every  sale  to  inquire  into  the  right  of  tlje  buyer  to  the 
money.  And  from  this  exceptional  property  of  money,  the 
expression  arose  of  the  Currency  of  money,  but  no  one  for 
a  very  long  time  ever  thought  of  such  a  barbarism  as  to  call  the 
money  iUeif  Currency 

But  when  in  the  course  of  time  Bills  of  Exchange,  and  other 
iccnrities  for  money,  came  into  use,  it  was  adopted  as  a  custitm  or 
usage  by  the  Law  Merchiint,  that  the  same  rule  should  apply  to 
them  lis  ai>plicd  to  money  ;  thtit  ia  to  say,  that  the  property  in 
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tlicm  shoald  pass  with  the  honest  possession.  It  would  have  been 
a  great  iniiXHlimont  to  all  comraeroe  if  the  vendor  of  goods  had 
been  obliged  to  ioqaire  into  the  title  of  any  one  who  offered  a 
Bill  of  Exchange  or  Bank  Note  in  payment  of  them.  Conse- 
quently this  principle  of  Currency  was  applied  to  all  negotiable 
Becnrities  for  money 

Aad  80  important  is  this  principle  of  the  Currency  of 
ftU  negotiable  instrnments,  that  in  the  Statnte  respecting  the 
restitution  of  stolen  property^  it  is  expressly  provided  that  it  shall 
not  apply  to  negotiable  instruments.  It  says* — **  Provided  that 
if  it  shall  appear  before  any  award  or  order  made  that  any  valu- 
able security  shall  have  been  bond  fide  paid,  or  discharged  by  some 
person  or  body  corporate  liable  to  the  payment  thereof,  or  being  a 
negotiable  instrument  shall  have  been  band  fuk  taken  or  received 
by  transfer  or  delivery  by  some  person  or  body  corporate,  for  a 
just  and  valuable  consideration,  without  any  notice  or  without  any 
rcjisonable  cause  to  suj^pect  tliat  the  suuje  had  by  any  felony  or 
mistlemeanour  been  stolen  or  taken,  obtained,  extorted,  embezzled, 
converted,  or  disposed  of,  in  such  case  the  Court  shall  not  award 
or  order  the  restitution  of  such  *Sccarity  " 

ThoB  we  see  that  the  law  has  taken  the  ntnaost  precantion  to 
preserve  as  absolutely  inviolable  the  Negotiability  or  Cur- 
rency of  all  negotiable  instrumeiitd  under  all  circumstances 
whatever.  And  if  such  a  barbarism  be  generally  accepted  as  to 
call  money  Currency,  for  precisely  the  same  reason  all  Ne- 
gotiable iDstrnmeuts  must  equally  be  called  Currency ;  for 
they  are  equally  subject  to  the  same  nilea  of  Law,  from  which 
they  derive  the  name 

6»  These  doctrines,  however,  are  so  important  as  being  at 
the  very  basis  of  the  whole  of  oar  monetary  system  ;  and  as  they 
have  given  rise  to  so  many  controvcraies  which  are  yet  raging ; 
and  as  they  have  been  so  misanderstood  and  misrepresented  by 
literary  men  who  never  took  the  smallest  pains  to  inquire  inUi 
the  law  of  the  subject,  that  we  think  it  will  be  more  satisfactory 
to  our  readers  not  to  rcst  satisfied  with  the  pi"cccding  exposition, 
but  to  lay  before  them  the  actual  decisions  of  the  Courts  of  Law 
and  Equity  establishing  them 

•UStU  Vici.  (1861)«  th,  06,  §  loa. 
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We  shall  therefore  demonstrate  to  our  readers  as  matters  of 
pure  Commercial  Law — 

(1.)  That  all  Negotiable  Instraments  are  subject  to  the  same 
Law  regarding  their  transfer  and  property  as  Money 

(2.)  That  it  is  from  this  property  exclusively  that  the  name 
Currency  has  been  derived 

(8.)  That  all  Negotiable  Instruments  are  Currency  as  well 
as  Money 

1.  To  shew  that  aU  Negotiable  Imirumenls  have  the  attribute 
of  Currency,  «.«.,  are  subject  to  the  same  Law  regarding  their 
transfer  as  Money 

Bank  Notes. — (Anonymous,  I  Lord  Raymond,  738.)  A 
Bank  bill  was  payable  to  A  or  bearer.  A  gave  it  to  B.  B  lost  it, 
0  found  it,  and  assigned  it  over  to  D  for  valuable  consideration. 
D  went  to  the  bank  and  got  a  new  biU  in  his  own  name.  A 
brought  trover  against  D  for  the  former  bill.  And  ruled  by  Holt, 
C.  J.,  at  Guildhall,  1698,  that  an  action  did  not  lie  against  D 
because  he  had  it  for  a  valuable  consideration 

The  leading  case,  however,  on  the  subject  is  that  of  MiUer  v. 
Race  (1  Burr.,  452).  Finney,  the  true  owner  of  a  Bank  Note, 
sent  it  by  post  to  a  friend  in  the  country.  The  mail  was  robbed, 
and  on  the  next  day  the  note  came  into  the  possession  of  the 
PlaintifiP,  Miller,  for  a  full  and  valuable  consideration,  and  in  the 
usual  course  and  way  of  his  business,  and  without  any  notice  of 
the  robbery.  Finney  stopped  the  note  at  the  Bank.  A  short 
time  after  Miller  applied  to  the  Bank  for  payment  of  the  note, 
and  delivered  it  to  Race,  the  defendant,  a  clerk  in  the  Bank. 
Race  refused  either  to  pay,  or  return,  the  note  to  Miller ;  and 
Miller  brought  this  action  to  recover  possession  of  the  note.  Lord 
Mansfield  ruled,  with  the  unanimous  concurrence  of  the  Court, 
that  Miller  had  the  right  to  have  the  note  given  back  to  him 
as  his  property,  because  Bank  Notes  have  the  Credit  and  the 
Currency  of  money,  to  all  intents  and  purposes.  An  action 
would  lie  against  the  finder ;  that  no  one  disputed :  but  not  after 
the  note  had  he&npaid  away  in  Currency.  Lord  Mansfield  said 
that  in  the  preceding  case  just  cited,  the  action  did  not  lie  against 
the  defendant  because  he  took  it  in  the  course  of  Currency ; 
and  therefore  it  could  not  be  followed  in  his  hands.    It  never 
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shall  be  followed  into  the  hands  of  a  person  who  hand  fide  took  it 
in  the  coarse  of  Currency.  A  batik  note  is  constantly  and 
nniversallj,  both  at  home  and  abroad,  treated  ag  money,  as  cask ; 
and  it  is  necessary  for  the  purposes  of  commerce,  that  their 
Currency  should  be  established  and  maintained 

So  in  Oiurke  y.  Shee  (Cowp.,  200) »  Lord  Mansfield  said— 
**  Where  notes  or  money  are  paid  bondfide^  and  upon  a  valnable 
consideration,  they  ehalf  never  be  brought  back  by  the  true 
owner  ;  bnt  where  they  come  maid  fide  into  a  person's  hands,  they 
are  in  the  nature  oF  Bi>ecific  property  ;  and  if  their  identity  can 
be  traced  and  ascertained,  the  party  has  a  right  to  recover/*  And 
thJB  doctrine  is  such  firmly  established  law  that  there  is  no  need 
to  cite  any  more  crises  to  support  it 

Cheques. — In  the  case  of  Grant  v.  Yattghan  (3  Bnrr,,  1516), 
Vaughan  gave  a  cash  note  {«.«,,  a  cheque)  upon  his  banker  to  B 
in  these  words,  "  Pay  to  ship  '  Fortune '  or  hear^r,^*  B  lost  the 
cheque.  The  finder,  or  the  pussessur  of  it,  four  days  afteiivards 
came  to  Grant's  sliop,  and  ofiered  the  cheque  in  payment  of  some 
goods  he  bought.  Grant  took  the  cheque  in  the  usual  course  of 
business,  and  gave  the  balance  in  casfi,  Vanghan,  hearing  that 
the  cheque  had  been  lost,  stopped  the  payment  of  it.  Grant 
brought  an  action  against  him  for  the  amount.  Lord  Mansfield 
held  that  the  same  rale  applied  to  cheques  payable  to  bearer  as 
to  bank  notes.  Wilmot,  J.,  said  that  such  bills  or  notes  as  this 
are  by  law  negotiable.  So  also  Yatics,  J.,  said — *' nothing  can  be 
more  peculiarly  negotiable  than  draughts  or  bills  payable  to  bearer. 
♦  .  .  .  It  is  just  the  same  as  a  Bank  Note."  Hence  this  case 
established  that  Cheques  possess  the  attribute  of  Currency, 
exactly  in  the  same  way  as  Bank  Notes  :  and  this  doctrine  is  so 
firmly  established  that  it  is  needless  to  quote  any  more  cases 

Bills  of  Exchange, — In  Peacock  v.  Rhodes  (2  Douglas, 
638),  a  Bill  of  Exchange  indorsed  in  blank  was  stolen  and  nego- 
tiated. The  innocent  indorsee  for  value  was  held  entitled  to 
recover  against  the  dravwr.  Lord  MauHfield  said — **  The  holder 
of  a  Bill  of  Exchange  or  Promissory  Note  is  not  to  be  considered 
in  the  light  of  an  assigDce  of  the  payee.  An  assignee  must  take 
the  thing  assigned  subject  to  all  the  equity  to  which  the  original 
party  was  subject.  If  this  rule  applied  to  Bills  and  Promissory 
Notes,  it  would  stop  their  Currency.     Tlie  law  is  settled  that 
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a  holder,  coming  fairlj  bj  a  note  or  a  bill,  has  notliing  to  do 
witlt  the  transactioDS  between  the  original  parties-  I  see  no 
differeooe  betwwn  a  note  indorsed  blank,  and  one  payable  to 
bearer.  They  both  go  by  delivery,  and  possession  proves  property 
io  both  cases  " 

The  same  doctrine  was  again  enforced  in  OoUins  v.  Martin 
(1  B,  &,  P,^  C48),  where  a  banker  pledged  some  of  his  customer's 
bills  indorsed  in  blank  with  another  Ijanker,  who  advanced  money 
on  them  honestly  in  tlie  usual  course  of  bnsiaess.  Eyre,  C*  J., 
delivering  the  judgment  of  the  Court,  said—"  For  the  purpose  of 
rendering  Bills  of  Exchange  negotiable,  the  Right  of  Property  in 
them  passes  with  the  bills.  Every  holder  with  the  bills  takes  the 
property,  and  his  title  is  stamped  upon  the  bills  themselves.  The 
property  and  the  possession  are  inseparable.  This  was  necessary 
to  make  them  negotiable,  and  in  this  respect  they  differ  essentially 
from  goods  of  which  the  property  and  the  possession  may  be  in 
different  persons."  And  this  rule  of  law  is  so  firmly  established, 
tlmt  we  need  nut  quote  any  more  cases  in  support  of  it 

Foreign  Bonds.— In  Qorgier  y,  Minnlk  (3  B.  &  0^  45), 
the  plaintiff  deposited  a  Prussian  bond  in  the  hands  of  his  agent, 
to  receive  the  interest  on  it  for  him.  The  bond  was  made  payable 
to  any  person  who  at  the  time  should  be  the  holder  of  it.  It  was 
proved  that  these  bonds  were  sold  in  the  market,  and  passed  from 
hand  to  hand  daily  like  Exchequer  bills.  The  plaintiflTa  agcnl 
pledged  the  bond  with  the  defendants.  The  Attorney-Oeneral 
tried  to  draw  a  distinction  between  biink  notes,  bills  of  exchange, 
and  exchequer  bills,  because  such  instrumenU  constitute  a  part  of 
the  circulating  medium  of  the  country,  but  that  rule  did  not 
apply  to  the  bond  of  a  foreign  country.  But  Abbot,  0.  J., 
aaid — **■  The  instrument,  in  its  form,  is  an  acknowledgment  by 
the  King  of  Prussia  that  the  sura  mentioned  in  the  bond  is  da? 
to  every  person  who  shall  for  the  time  being  be  tho  holder  of  it, 
and  the  principal  and  interest  is  payable  in  a  certain  mode,  and 
at  certain  periods  mentioned  in  the  bond.  It  is,  therefore,  in  its 
nature  precisely  analogous  to  a  bunk  note  payal»le  (o  bearer,  or  to 
a  bill  of  exchange  indorsed  in  blank.  Being  an  instrument, 
tlierefore,  of  the  same  description,  it  must  be  subject  to  the  aaoia 
rule  of  law,  that  whoever  is  tite  holder  of  it,  has  power  to  gif« 
title  to  any  person  honestly  acquiring  it " 
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We  have  now  sufficiently  cstabliahed  our  first  point,  that  all 
Negotiable  lastrnraenls  are  subject  to  tbo  Barae  rale  as  money 
with  i-ogard  to  title  by  transfer,  and  we  now  come  to  the  two 
latter  points,  which  we  may  conveniently  tiike  together 

2.  To  sfuw  that  it  u  this  principh  of  NpffoUaUlitij  which 
in  Commejcial  Law  exdmively  is  meant  by  Currency ;  and 
aho  thnt  all  Nefjoliahk  liidrinmnls  are  Currency 

The  le:\<liiig  case  on  this  subjt'ot  is  Wookrtj  v.  Pol/*,  Bart.,  S 
otfiers  (4  B.  aud  Aht,  1)^  and  as  it  is  absolute ly  decisive  of  the 
qncBtion,  wc  must  quote  it  at  cojiftidemblc  len|^th 

Wookey  was  proprietor  and  possessor  of  an  Exchequer  bill  for 
£1,OUO,  payable  to  blank  or  order.  The  bill  8tat«d  that  if  tbo 
blank  was  not  filled  up  it  wouM  be  payjible  to  beai^er 

Wookeysent  the  Exchequer  bill  to  his  brokers,  directing  them 
to  soli  it  and  buy  5  per  cent.  Stock  with  the  proceeds.  Tho 
brokers  disobeyed  these  orders,  and  pledged  the  Exchequer  bill 
with  Pole  &  Co.,  their  bankers,  and  got  tho  full  amount  of  it, 
£1,0<»0,  placed  to  their  credit^  without  the  bankers  having  any 
knowledge  of  the  terms  on  which  the  brokers  held  the  bill.  As 
80oa  as  Wookey  heard  of  these  procecdui'/^,  he  demanded  the  bill 
from  Pole  &  Co.,  who  refused  to  deliver  it  up,  and  afteru^ards  sold 
it  and  received  the  proceeds.  Wookey  brought  trover  against 
Pole  &  Co.  for  the  bill 

Wookey's  counsel  said  the  question  was  whether  the  Exchequer 
bill  was  to  be  considered  as  money  or  goods.  If  it  were  goods  it 
might  be  followed  into  the  hand^  of  a  third  person,  unless  it  be 
transferred  by  the  owner  ox  under  his  authority,  or  by  sale  iu 
market  overt.  Money,  Bank  Not<js,  and  Bills  of  Exchange 
could  not  be  recovered  from  an  innocent  holder  for  value,  because 
they  are  the  Circulation  of  the  country:  but  Exchequer  billa 
conetitate  no  part  of  the  Currency  of  tho  country,  nor  are 
they  Negotiable  Instruments 

In  giving  judgment  Bert,  J*,  said — "  The  question  which 
the  Court  is  called  on  to  decide  is,  whether  Exchequer  Bills  are 
to  be  considered  as  goods,  or  as  the  representatives  of  money  ;  and 
aa  such,  subject  to  the  same  rules  as  to  the  transfer  of  the  property 
in  them  as  arc  applicable  to  money.  Tlie  delivery  of  goods  by  a 
pei-gon  who  is  not  the  owner  (except  in  a  manner  authorii>ed  by 
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tlic  owner)  does  not  tranBfer  the  right  to  ench  goods :  but  it  has 
lonjf  been  sijttlod  that  the  right  to  money  is  inseparable  from  the 
|>o«8CMiion  of  it.  I  conceive  that  the  representetive  of  money, 
which  is  made  transferable  by  delivery  only,  must  be  subject  to 
tf»e  ianie  rules  as  the  money  which  it  represeata.  «  •  •  It  is 
not  because  the  loaor  cad  not  know  his  money  again  that  he  can- 
not receive  it  from  a  person  who  has  fairly  obtained  pofflesaion  of 
it ;  for  if  his  gaineiis  or  shillinga  had  some  private  marks  on  them, 
by  whifh  he  eoultl  jjrove  they  had  been  \m,  he  could  not  get  them 
buck  from  a  honafuh  holder.  The  true  reason  of  this  rule  is  that 
by  the  use  of  money  the  interchange  of  all  other  property  is  most 
r<Mnlily  Hccoiiiplished,  To  fit  it  for  its  purpose  the  stamp  denotes 
its  vfdnc,  and  po^isossion  alone  must  decide  to  whom  it  belongs. 
If  this  be  correct  as  to  money,  it  must  be  so  as  to  what  is  made 
to  Represent  money,  and  Lord  Rolt  has  himself  so  decided.  .  .  • 
It  cannot  be  disputod  bat  that  this  Excheqner  bill  was  made  to 
represent  money,  uj^  much  as  a  Bank  Note  or  Bill  of  Exchange, 
It  was  given  for  a  debt  due  from  Government  :  it  is  payable  (the 
lilunk  not  being  filled  up)  to  bearer,  and  transferable  by  delivery, 
ami  is  on  its  face  made  Current,  and  to  pass  in  amj  of  th§ 
jiubik  rf venues,  or  at  tlie  recnpl  of  tfie  Evckvquer,  Bat  it  has  been 
said  iltat  these  bills  are  not  used  as  Negotiable  In&trumonts,  as 
bank  bills  and  bills  of  exchange  are,  but  are  the  objects  of  sale, 
I  do  not  see  why  they  should  not  be  used  as  Negotiable  Instru- 
ments :  they  ar-e  transfen'ed  with  the  same  facility  as  other  bills, 
and  I  know  from  the  legislature  tliat  they  may  be  nsed  in  pay- 
ments, for  the  statutes  direct  that  they  ehould  be  received  for 
taxes.    We  know  that  bills  of  exchange  arc  as  frequently  sold  aa 

they  are  delivered  in  payment The  receiver  never 

inquires  from  whom  they  come,  farther  than  to  satisfy  himself 
that  they  are  genuine  bills.  Indeed,  when  they  are  in  blank,  ho 
has  no  means  of  ascertaining  from  whom  thoy  come.  ...  It 
seems  to  be  the  opinion  of  L.  C,  J.  Lee,  who  pronounced  the 
judgment  of  the  Court  of  K.  B.  in  Ilartop  v,  Hoare  (3  Atkyns, 
60),  that  there  ia  no  diflferenoe  between  money,  bank  notes,  and 
excheqner  bills,  •  ,  .  *  This  also  gives  me  the  authority 
of  Lord  Holt  for  saying  that  there  is  no  difference  between  hank 
and  ^xchvqun  bills :  and  the  same  learned  judge  has  decided  that 
bills  of  exchange  puss  as  money.    Should  the  deposit  uf  tliis  bill 
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with  the  defendants,  under  the  circumstances  in  which  it  waa 
deposited,  be  considered  as  pledging  the  bill,  that  circumstance 
will  make  no  difference,  if  the  property  in  the  bill  passes  by 
delivery."  Best,  J.,  then,  agreeing  with  OolUns  Y,  Martin^  cited 
above,  gave  his  opinion  against  the  plaintiff 

IToLROYD,  J.—'*  It  has  been  long  and  fully  settled  that  bank 
notes  or  bills,  drafts  on  bankers,  bills  of  exchange,  or  promissory 
notes,  either  payable  to  order  and  indorsed  in  blank,  or  payable 
to  bearer,  wlsen  taken  bcf't^l  fid^t  and  for  a  valuable  consideration, 
paEB  by  delivery,  and  vest  a  right  thereto  in  the  trangfLTcc,  with- 
out regard  to  the  title,  or  want  of  title,  in  the  person  transferring 
them*  This  was  decided  as  to  a  bank  note  in  the  case  of  JltU&r 
V.  Race ;  as  to  a  draft  on  a  banker  in  Grani  v.  Vaiighan :  and  as 
to  a  bill  of  exchange  indorsed  in  blank,  in  Peacock  v.  Rhodes, 
Those  cases  have  proceeded  on  the  nature  and  effect  of  the  instni- 
ments,  which  have  Ijecn  considered  as  distinguishable  from  goods. 
In  the  case  of  goods,  the  property,  except  in  market  overt,  can 
only  be  transferred  by  the  owner,  or  some  person  having  either 
an  express  or  implied  authority  from  him ;  and  no  one  cau»  by 
his  contract  or  delivery,  transfer  more  than  his  own  rigfit,  or 
tho  right  of  hira  under  whose  authority  he  acts.  But  the  Courts 
have  considered  these  instruments,  either  promises  or  the  orders 
for  the  payment  of  money,  or  instruments  entitling  the  holder 
to  a  sam  of  money,  as  being  appendages  to  money,  and  following 
the  nature  of  their  principal.  In  the  one  case  they  are  payable 
to  the  person,  whoever  he  may  be,  who  is  the  bearer  or  holder 
of  the  instrument ;  and  so,  also,  in  the  other  case,  unless  the 
payment  is  restrained  by  a  special  indorsement.'*  After  quoting 
the  judgments  in  Peacmk  v.  Rhodes  and  Miller  v.  Ruc^,  given 
above,  he  said^**  These  authorities  shew,  that  not  only  money 
itself  may  paas,  and  the  right  to  it  may  arise  by  Currency 
alone,  but  further,  that  these  mercantile  instruments,  which 
entitle  the  bearer  of  them  to  money,  may  also  pass,  and  the  right 
to  them  may  arise,  in  the  like  manner,  by  Currency  or  De- 
livery, These  decisions  proceed  upon  the  nature  of  the  pro- 
perty (viz.,  money)  to  which  such  instruments  give  the  right, 
and  which  is  itself  Current ;  aod  the  effect  of  the  instrnmeata, 
which  either  give  to  tlieir  holders,  merely  as  such,  the  right  to 
receive  the  money,  or  specify  them  as  the  persons  entitkd  to 
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receive  ifc.  The  question,  then,  is  whether  these  principles  apply 
to  the  preaent  case,  or  whether  tin's  exchequer  bill,  and  the  right 
thereto,  follow  the  nature  of  gocids,  which,  except  in  market  overt, 
can  only  be  transferred  by  the  owner,  or  under  his  authority? 
In  order  to  ascertain  that,  we  nmnt  consider  the  nature  and  effect 
of  the  instrument,  both  as  to  the  property  which  it  concerns,  and 
as  to  its  Negotiability  or  Currency  by  bvv.  In  \ia 
original  state  it  puqjorts  to  entitle  the  hoUier  to  the  sura  of  £100 
aud  interest ;  ami  the  original  holder  may,  if  he  pleases,  secure 
it  to  himself;  but  it  is  payable  to  the  bearer  until  some  name 
is  inserted,  and  when  that  is  done,  it  becomes  payable  to  such 
nominee,  or  his  order.  But  if  the  oriyjlnal  holder  parts  with  it, 
or  keeps  it  in  blank,  ho  by  that  very  act,  or  by  his  negligence 
if  he  loses  it,  authorises  the  be^er,  whoever  he  may  be,  to 
receive  the  money  i  and  so,  if  he  were  to  insert  his  own  name, 
but  iudorse  it  in  blank,  instead  of  restraining  its  uegotiaibility, 
either  by  not  indoi'ging  it  at  all,  or  by  making  a  Bpccial  indorse- 
ment, be  therelty  authorises  and  empowers  any  person  who  may 
be  the  bolder  houd  fiih%  and  for  value,  to  receive  it :  and  be 
cannot  revoke  that  authority  when  it  has  become  coupled  with 
an  interest.  The  iustrument  is  created  by  the  Statute  48  Geo.  3, 
c.  I,  and  is  thereby  made  Negotiable  and  Current.  By 
§  2  the  Commiiisioners  of  the  Treasury  are  to  make  out  exeheqner 
bills,  in  such  manner  and  form  as  they  shall  direct :  and  after 
certain  things  are  done  to  put  them  into  Circulation.  By 
§  5  they  may  be  paid  in  to  the  receiver  of  taxes ;  and  in  §  13 
are  these  words — *  And  for  the  better  supporting  the  Currency 
of  the  said  exchequer  bills,  and  to  the  end  that  a  sufficient 
provision  may  be  made  for  circuMing  and  excfmnijimj  the  mtne 
for  retnlfi  moneij^  during  such  time  as  they  or  any  of  them  are 
to  be  Current,  the  Commissioners  of  the  Treasury  are  em- 
powered to  contract  with  persons  who  will  undertake  to  circulate 
and  exchange  tliem  for  ready  money.  An  exchequer  bill  is, 
therefore,  an  instrument  for  the  repayment  of  money  originally 
aUvunoed  to  the  public,  purporting  thereby  to  entitle  the  bean-r 
to  receive  the  money  put  into  circulation » and  made  Current 
by  law.  It  is  not,  therefore,  like  goods  sideable  only  in  market 
overt,  and  not  otherwise  transferable,  except  by  the  owner  or 
Under  \\\a  authority,  but  is  in  all  thofio  several  respoctfi  simUar 
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to  bills  of  exchange  and  promissorj  do  tea,  and  transferable  ia 
tlie  sarae  manner  as  they  are.  The  cafie,  therefore,  stands  thus : 
this  exchequer  bill  was  a  Current  and  Negotiable  In- 
Btrumeut  for  the  payment  of  money.  Now  money  passes  from 
one  person  to  another  by  reason  of  its  Currency,  and  for 
that  rcason  only,  and  not  kTuuse  it  has  no  ear-murk,  it  cannot 
be  recovei'ed  fruui  the  pet^syu  to  whom  it  has  been  passed.  Tlie 
exchequer  bill,  therefore,  seems  to  me,  upon  the  sarae  priuciple, 
to  follow  the  nature  of  the  money  for  which  it  is  a  security. 

This,  like  the  case  of  a  bill  indorsed  in  blanks  is 

payable  to  bearer,  where  the  right  arises  from  the  instruiueut 
it^lf,  and  it  is  not  necessary  to  deduce  the  title  through  the 
intermediate  holders" 

Bayley,  J.,  quite  concurred  in  the  doctrine  as  to  bank  notes 
and  bills  of  exchange — "  A  pawnee  of  goods  or  chattels,  or  a 
vendor  out  of  market  overt,  has  in  general  no  better  title  than  his 
pawnor  or  vendor,  and  cannot  resist  the  claim  of  the  rightful 
owner :  but  bank  notes  and  bills  of  exchange  stand  npon  a  dif- 
ferent footing  in  tliis  respect  from  ordinary  goods  and  chattels. 
The  holder  bond  Jiiie,  and  for  a  valuable  consideration  of  a  bank 
note  or  bill  of  exchange,  has  a  good  title  against  all  the  world  j 
because,  in  the  case  of  bank  notes,  they  are  considered  as  money, 
and  pass  as  such,  and  it  is  essential  for  the  purposes  of  trade  that 
delivery  should  give  a  perfect  title,  and  because  in  the  case  of 
bills  of  exchange  this  is  the  law  and  custom  of  merchants." 
J.  Bayley  came  to  the  conclusion  that  exchequer  bills  were  of  the 
nature  of  goods,  and  not  of  bank  notes  and  bills  of  exchange 

Abijott,  C.  J,,  however,  agreed  with  the  two  former  learned 
judges,  and  said — **  I  think  this  instniraent  is  of  the  same  nature 

as  notes  and  bills  of  exchange Notes  and  bills  have 

been  distinguished  from  goods  in  regard  to  their  transfer,  for  the 
convenience  of  trade  and  commerce,  and  in  regard  to  their  being 
mercantile  and  commercial  instruments,  and  by  law  negotiable.  It 
may  be  true  that  exchequer  bills  are  not  so  frequently  negotiated, 
in  fact,  as  some  other  bills  or  notes  ;  but  I  think  we  are  to  regard 
the  negotiability  of  the  instrument,  and  not  the  frequency  of 
actual  negotiation.  .  ,  ,  .  Compulsion  to  receive  an  instru- 
ment in  payment  is  not  by  any  means  requisite  to  give  it  the 
character  of  a  Negotiable  Instrument.     No  man  is  compelled 
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to  take  a  bill  of  exchange  in  payment For  these 

reaflona  I  am  of  opinion  that  exchequer  bills  are  negotiable,  and 
may  be  transferrod  in  the  same  manner  as  bills  of  exchange: 
and  that  in  those  billa,  as  in  bills  of  exchange,  the  properly 
passes  with  the  fMjssession  by  every  mode  of  transfer,  fraud  and 
collusion  apart" 

In  Imjhmn  v.  Primrose  (7  C.  B.  N.  S.,  85),  Williams,  J*, 
delivering  the  judgment  of  the  Conrt  said — **  It  is,  we  think, 
settled  law  that  if  the  defendant  had  drawn  a  cheque,  and  before 
he  had  isnued  it  be  had  lost  it,  or  it  had  been  stolen  from  him, 
and  it  had  afterwards  found  its  way  into  the  hands  of  a  holder 
for  value  without  notice,  who  had  sued  the  defendant  upon  it,  ho 
would  have  Iiad  no  answer  to  the  action.  So  if  he  had  indorsed 
a  bill  in  blank,  or  a  bill  payable  to  his  order,  and  it  bad  been  lost 
or  stolen  before  he  delivered  it  to  any  one  as  indorsee  The 
reason  is,  that  such  Negotiable  Instruments  have  by  the  law 
merchant  become  part  of  the  Mercantile  Currency  of  the 
conntry  ;  and  in  order  that  this  may  not  be  impeded,  it  is  requisite 
that  innocent  holders  for  value  should  have  a  right  to  enforce 
payment  of  them  against  those  who,  by  making  them,  have  caused 

t/tem  to  be  part  of  th&  Currency If  an  act 

done  with  such  an  intention  (•>.,  of  cancelling  it)  by  the 
maker  of  a  Negutiable  Instrument,  does  not  manifest  the  in- 
tention on  the  face  of  the  instroment,  it  can  hardly  bo  main- 
tained that  the  Act  would  be  of  any  efficacy,  because  the 
instrument  would  nevertheless  be  apparently  a  part  of  the  Mer-* 
cantile  Currency  '* 

In  Wfddler  v.  Fonter  (14  C.  B.  N.  S.,  248),  Erle,  0.  J., 
Bftid^ — **  Aucordiug  to  the  law  merchant,  the  title  to  a  Negotiable 
Instrument  pnsscs  by  indor^ment  and  delivery,  A  title  so  ac* 
quired  ib  good  against  all  the  world,  provided  the  iostrnment  u 
taken  for  value,  and  witliout  notice  of  any  fraud  '* 

WiLLES,  J. — **  The  general  rule  of  law  is  undoubted,  that  no 
one  can  transfer  a  better  title  than  he  himself  po&scsfies ;  Nemo 
dat  quod  nou  habet.  To  this  there  are  some  exceptions :  one  of 
which  arises  out  of  the  rule  of  the  law  uuMvhnnt  as  t«i  le 

Instruments.     Thf»e  being  }mrl  of  Urn  Currency,  j  ct 

to  the  same  rule  as  money  ** 

In  Shuk  V.  Rolriiu  (I   H.  &  M.,  ISS),  LottD  TENTBaDBf 
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Spoke  of  bankers*  paper  as  being  part  of  the  Circulating 
Medium  of  the  country 

Iq  Lang  v.  Smyth  (7  Bing.,  284),  TiNDALLi  C.  J.,  said— 
**  The  first  question  was  whetlicr  the  instnimeuts  in  dispute  bud 
acquired  from  the  course  of  dealing  pursued  in  the  City,  the  cbji- 
i-acter  of  Bank  Notes,  Bills  of  Exchange,  Dividend  Warranto, 
Exchequer  Bills,  or  other  InstrainenU  which  form  part  of  tho 
Currency  of  this  country  " 

And  thiB  quahty  of  Currency  or  Negotiability  is 
applied  not  only  to  Securities  for  Money  of  all  aorts,  but  also  to 
Securities  for  Securities  for  Money  ;  as  Scrip  to  deliver  Bonds  of 
ft  Foreii^Q  Government 

In  Goodwin  v.  Roharis,'*  the  plaintiff  bought  some  Scrip  of 
Foreign  Oovernments,  through  a  stockbroker,  and  allowed  it  to 
remain  in  his  hands.  Tho  stockbroker  pkdgcd  it  unlawfully 
with  the  defendants,  RohiTts^  Lubbock  Ss  Co.^  who  are  bankers,  aa 
security  for  a  loan  of  money.  The  stockbroker  became  bankrupt 
and  absconded  ;  and  the  defendants  sold  the  S<:rip  at  the  market 
price  of  the  day.  The  plaiutilTsued  them  for  the  uniouut  realised 
by  such  sale.  The  Scrip  entitled  the  bearer  on  due  i)aymeut  to 
receive  definitive  Bonds  payable  to  bearer  from  the  Foreign 
Governments,  It  was  proved  at  the  trial  that — "  The  Scrip  of 
loans  to  Foreign  Governments  entitling  the  beai^r  thereof  to 
Bonds  for  the  same  amount,  wlien  issued  by  the  Government, 
has  been  well  known  to»  and  hirgely  dealt  in  by,  bankers,  money 
dealers,  and  raembcrg  of  the  English  and  foreign  stock  exchanges, 
and  through  them  by  the  public,  for  over  fifty  years.  It  is,  and 
has  been,  the  usage  of  such  hankers,  money  dealei-s,  and  members 
of  the  stock  exchanges,  during  all  that  time,  to  buy  and  sell  such 
Scrip,  and  to  advance  loans  of  money  upon  the  security  of  it^ 
before  the  Bonds  were  issued,  aud  to  pass  the  Scrip  upon  such 
di'Xilings  by  mere  delivery  as  a  negotiable  instrument  transferable 
by  delivery  [i>.,  as  Currency],  and  Uus  usage  has  always  beett 
recognised  by  the  Foreign  Government  or  their  agents  delivering 
tlie  Bonds  when  issued  to  the  bearers  of  the  Scrip.  This  usage 
extended  alike  to  Scrip  issued  by  their  agents  in  England,  aud  it 
extended  to  the  Scrip  now  in  questiun,  which  was  largely  dealt  in 
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8m1i  Scrip  often  passes  through  the  hands 
I  dealeia  in  roocession  before  the  issue  of 

slMqaer  lield  Uiat  this  Scrip  possessed  tho 
«r  Negotiability,  exactly  the  samo 
;  ft&d  this  judgment  was  ntlirmed  hj 
on  ib»  lui  day  of  ita  exisleuoe,  Jul/ 


•»  IPi  Ihr*  thm  lud  befom  oar  readers  an  autboritrvti^ 
IHirtlfan  «f  An  tan  kpil  omoing  of  the  word  Currency, 
and  lilt  mbjoeii  vlhieli  ai«  inchided  in  IL  We  see  by  a  series  of 
dfikitns  nliiA  in  nnv  ihnMnlili^ed  Commercial  Law  of  the 
WMlrx.  Iknl  IIm  void  Outmi^  meaos  simplj  Negoti- 
ftbtU%y«  uri  nilltti^  ttlMb  i*^  tlMt  the  property  aud  the  huuuat 
I^NMMion  ^  Uient  tliSiSt  vlikli  possfsss  this  exceptional  attribut^^ 
iMfv  tinmHinihlK  mntaiy  lo  llm  Keneral  principles  of  the  common 
law  rupirtiBg  Holm  gMdB*  WMdmdiae,  and  cattle.  And  what 
4Mt  iMi  «mpliinial  dhni  nCatti^M  Indodo  ?  Why,  Money,  and 
all  N«||^4l*bl«  Stoomitiaa  to  pay  money  of  all  sorts  and  forms, 
ink  ttotoii  ohnqM^  btUi  of  exsbanipa,  pcomiasory  notes,  bonds  of 

to  |v«fcy  montor 

ll  \vit1  te  mm^  Uimk  tlinl  in  atnol  kgal  phraaeol^^  the  word 
Ourrouoy  cna  only  ba  applied  to  those  righu  which  are 
a  iMM  natorinl*  An  nbitract  Right  c^nr^ot  be  loi^t, 
lUlMi  tt  iMM*  ittd  pMKd  nvny  in  eommeroe.  Bat  if  it  Ito 
^nH^dlHl  on  miw^  uialiaciil  Mbstanoa,  it  may  then  be  lost  or  stolen, 
^n^  iiv*U  \iU  rtoy  otiwr  msliHal  mibatnuoe :  and  the  word  Our- 
roMcyi  lhou»  s\m^\f  nkn  to  aomn  kgal  ruW  relating  to  the 
ii^Mi»ift*r  of  till'  |M\^ivrl;  in  ii»  in  Um  wie  of  its  being  stolen  and 

Ih\*mhI  awnv  in  avmnierce.  For  an  oblig^ition  to  be  capable  of 
HMUU  Ourreuoy  in  Uw»  it  n\n8t  be  recorded  on  some  material 
p,t  M  lo  Iv  c44Kaitv  of  boiii;;  carried  in  tV  '  V  or  put  awwy  in 
A  ilrawcr,  and   iliopjxMl  in  ihc  uti^x^t,  aii  lum  the  dra\ier 

iir  (Vou\  a  niauV  pocket,  and  carried  off  b>  the  finder,  or  thief, 
utttl  sold  like  a  pii^oo  of  gootU,  The  word  Currency  ha«  no 
n^fiMviioc  wluitcvor  to  any  ptv^Hrrty  it  has  of  paying,  discharging, 
and  closing  dobU 
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Nothirin:^  therefore,  can  be  more  impliilosopliical  prima  facie 
than  to  designate  the  articles  themselves  by  the  name  of  Cur- 
rency, because  they  possess  the  attribute  of  Currency.  It 
is  quite  coiiuiioa  to  sjx'ak  of  the  Currency  of  an  opinion  ;  but  no 
one  ever  yet,  that  we  arc  aware  of,  thought  of  calliufj;  the  opinion 
itself  Currency.  It  k  quite  usual  to  speak  of  the  Currency  of  the 
Session  of  Parliament ;  but  nobody  ever  calletl  the  Session  itself 
Currency,  This  very  confusion  is  also  used  in  speaking  of  bills 
of  exchange  ;  Ix^ciiuse  it  is  a  common  expression  to  si)eak  of  tho 
currency  of  the  bill,  mcaniug  the  ime  tluring  which  it  is  Cnrrent; 
whereas  the  bill  itself  is  called  Currency  because  the  property  in 
it  passes  by  delivery.  It  would  be  just  as  rational  to  call  a  horse 
a  velocity,  or  a  wheel  a  rotatlou,  as  to  call  money  Currency  ;  and 
we  have  shewn  that  in  the  earlier  legal  reports  no  one  ever 
thought  of  such  a  barbarism 

Nevertheless,  if  the  force  of  pnblic  usage  is  too  strong  to  be 
shaken,  and  the  word  Currency  is  too  firra!y  established  as 
the  designation  of  a  cortniu  chiss  of  articles  to  be  rejected,  we 
raust  disregard  its  literal  legal  meaning,  and  observe  its  philo- 
sophical sense ;  because  there  is  an  enormous  mass  of  Credit,  or 
Rights,  which  is  not  emhodiod  in  any  material  instrument,  and 
which,  therefore,  cannot  Ije  lost,  stolen,  or  passed  away  in  com- 
merce  without  the  owuer^s  consent ;  and,  eoni>eqiieQtly,  thongh 
these  cannot  be  subject  to  the  legal  rules  of  Currency,  t!iey 
perform  a  gigantic  part  in  commerce,  just  in  the  same  way  as  if 
they  were  recorded  on  paper 

Taking  a  banker  and  his  customer  as  the  standard  case  of 
debtor  and  creditor,  if  I  have  a  right  of  action  against  my  hanker 
for  money,  it  makes  not  the  slightest  diffeitjoce  in  the  nature  of 
the  Right  whether  it  is  recorded  on  pafier  or  not.  If  I  wish  to 
transfer  the  right  to  some  one  else,  I  may  do  it  by  means  of  a 
bank  note  or  cheque,  or  a  verbal  order  to  my  banker  to  transfer 
a  certain  quantity  of  the  credit  in  my  name  to  some  one  else*s 
name.  We  have  already  shown  that  in  Roman  law,  where  written 
instruments  were  not  used,  the  creditor,  the  debtor,  and  the 
assignee  were  obliged  to  meet,  and  the  creditor  transferred  the 
debt  orally  to  the  assignee.  This  was  a  valid  transfer.  And 
Buch  a  mode  of  proceeding  is  a  valid  trausfei*  in  Eugli-nh  Law  at 
the  present  day.    But  in  a  vast  nnmbcr  of  cases  this  is  a  very 
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clnnisy  aud  iaconvenieiit  way  of  fcranfif erring  debts.  It  is  infi- 
nitoly  more  couvcuicnt  to  do  it  by  writiug*  Bat  whether  the 
truQsfer  be  effected  orally  or  by  writing,  it  can  make  uo  possible 
differcuue  iu  llie  oature  of  the  Right,  Cunsetiueiitly,  if  I  have 
a  Ri>ht  ajjaiiist  my  banker,  and  if  I  write  a  cheque  for  tha 
purpose  of  transferring  this  Right  to  some  one  else,  this  docs  not 
alTect  the  nature  of  the  existing  Riglit :  it  is  nothing  more  than 
a  convenient  way  of  transferring  it  to  some  one  else.  Writing  a 
cheque  does  not  create  a  new  Right;  it  merely  records  on  paper 
an  existing  Right.  And  it  equally  exists  whether  it  is  recorded 
on  paper  or  not.  Payment,  therefore,  by  means  of  a  bank  note, 
a  cheque,  or  a  bank  credit,  is  absolutely  the  same.  Now,  bank 
notes  and  cheques  are  Currency  lu  strict  legal  phraseology ;  but 
bank  credits  are  not  Currency,  because  they  cannot  be  lost,  mis- 
laid, Btolcu,  aud  passed  away  in  commerce  without  the  consent  of 
the  owner 

So,  also,  of  a  book  credit,  or  book  debt,  in  a  tradesman's 
books.  IF  I  buy  goods  from  a  tradesman  on  credit,  that  credit 
has  performed  exactly  tlic  same  part  in  Circulating^  the  goods 
as  money  j  because  we  have  expressly  deiiued  Circulation  to  be 
the  sale  of  goods  for  money  or  credit,  and  the  credit  has  beea 
eqnally  the  medium  of  circulation^  or  sale,  whether  it  is  recorded 
ou  papt-r  or  not ;  but  it  is  not  Currency,  because  it  cannot 
be  drofiiied  in  the  streets,  stolen,  and  transferred  to  some  one  else 
by  manual  delivery 

If,  then,  we  are  compelled  to  adopt  this  barbarism,  and  employ 
the  word  Currency  as  a  philosophical  term^  it  must  most 
jnanifcstly  be  extended  to  include  bank  credits  or  deposits,  book 
credits,  and  verbal  credits  of  all  descriptions 

Aud  this  is  exactly  what  commercial  law  does.  It  treats  any 
form  of  credit  payable  by  a  banker  on  deunmd,  as  money  or  cash, 
uo  matter  whether  it  be  a  bunk  note,  a  cheque,  or  a  bank  credit, 
Tliey  are  all,  in  the  eye  of  tlie  law,  equally  payment :  that  is, 
none  of  them  are  legal  money:  that  is,  a  debtor  cannot  c-ompel 
his  creditor  to  take  them  in  payment  of  a  debt:  but  if  he  chooses 
to  do  so  witliout  objection,  they  all  staud  on  exactly  the  same 
footing  as  payment.  The  case  of  bank  notes  is  so  well  known 
that  we  need  not  cite  any  authorities.  With  regard  to  cheijues^ 
Lord  Mansfield  said,  in  GratU  v.  Vuuifhan^  that  a  cheque  ia  the 
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lame  thiDg  as  a  bank  note.  la  Pearcs  v.  Davis  (1  Moo.  &  Rob.), 
Patteson,  J,,  stud  that  a  cheque  "  t^perates  tis  payment  until  it 
haa  been  presented  and  refused/'  So  in  Jonen  v.  Arthur  (8  Duwl, 
442),  CoLERiDaB,  J»,  held  tliat  bender  of  payment  by  cheque  is 
good  unless  objected  to  on  that  accownt.  Also  in  Bevan  v.  Hill 
(3  Camp.,  381),  where  a  person  having  awepted  a  cheque  in  pay- 
ment, and  lost  it,  and  the  banker  failed,  having  fundii  to  meet  the 
cbeqne.  Lord  Ellenboeough  held  that  the  cheque  was  payment 

Aud  the  very  same  doctrine  ia  true  regarding  a  Bank  Credit 
or  Deposit.  In  Gillard  v.  Wise  (5  B.  &  C,  1S4),  Holuoyd,  J., 
Baid — **  The  defendants,  instead  of  eendiug  a  clerk  to  receive  cash 
for  the  notes,  sent  them  to  the  persons  who  ought  to  have  paid 
them  ;  but  they  sent  them,  not  for  the  purpose  of  being  paid  iti 
money,  but  of  being  placed  to  their  credit  in  account.  Wlien 
that  credit  was  given,  the  legal  effect  was  the  same  as  if  the  notes 
had  been  paid  ito  them  in  money  ** 

Thus  a  Right  of  action  against  a  banker  payable  on  demand 
is,  in  commercial  circles,  considered  as  money,  or  Civsh,  whether 
it  be  in  the  form  of  a  bauk  note,  a  cheque,  or  a  bank  credit :  and 
though,  of  course,  in  the  strict  legal  sense,  only  the  two  former 
can  be  Currencyi  yet,  in  a  philosophical  sense,  if  we  are  oom- 
pelled  to  adopt  the  word,  all  three  forms  must  be  Currency 

7.  And  BO,  in  other  points  of  Law^  Bank  Notes  and  Bank 
Credits  are  held  to  be  included  in  the  term  money,  or  cash.  In 
the  case  of  Lord  Aykshurijs  Will^  Lord  Hardwicke  hold  that 
bauk  notes  passed  onder  the  title  of  cash  :  and  io  Milkr  v.  Rac4!^ 
Lord  Mansfield  said — '*  Bank  notes  pass  by  a  will  which  bequeaths 
all  the  testator's  money  or  cash" 

But  the  very  same  doctrine  is  held  regarding  a  Bunk  Credit, 
or  deposit,  or  a  balance  on  a  buDkiug  accoutit.  Thus,  iu  Vauey 
N  Reynolds  (5  Kusd.,  12),  the  testator  bequeathed  "  to  his  wile 
ill  his  book  debts,  ^notma  in  hand;  and  to  bis  executors  all  his 
monies  out  at  interest  or  mortgage,  notes  of  baud,  or  any  security 
whatsaever  "  Lord  Ly^dhuust  j>uid^**Thc  testator  has  referred 
to  two  dcricriptions  of  money,  moui*^H  in  hand,  aud  munies  out  at 
interest  or  mortgage,  notes  of  hauil,  and  uther  securities.  The 
balance  in  the  banker's  hands,  though  it  carries  interest,  vvus  not 
out  at  interoat  or  security,  aud  it  was  iu  the  same  order  and 
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diepositioa  of  the  testator,  as  if  it  had  been  deposited  in  his  own 
drawer.  It  must  bo  inferred  that  the  testator  meant  to  pass  it  by 
one  of  the  two  descriptions  which  he  has  naed.  In  do  sense  was 
it  money  on  security,  and  in  a  reasonable  sense  it  waa  money  in 
hand,  and  passed  therefore  to  the  wife** 

So,  in  Taf/hr  v.  Tai/hr  (1  Jurist.,  401),  where  the  testator 
bofinciitheil  all  hia  ready  money,  Lord  Lang  dale  said — **Ifc  is 
true  that  in  strict  legal  language,  what  is  called  money  deposited 
at  a  banker*8  is  nothing  more  than  a  debt,  and  cannot  be  called 
ready  money,  but  in  the  ordinary  language  of  mankind  money  at 
a  banker's  i«  called  ready  money,  and  we  must  construe  a  will 
according  to  the  ordinary  language  of  mankind" 

Again  in  Parker  r.  Marchant  (1  Y.  &  C,  2D0),  Bruob,  V.  0., 
Raid— "Undoubtedly  an  ordinary  balance  in  a  banker's  hands  is, 
in  a  sense,  a  debt  duo  from  him— certainly  he  may  be  sued  for  it 
as  a  debL    But  it  may  be  equally  true  that  in  a  sense  it  is  ready 

money The  term  *  debt,'  however  technically  corrt!ct, 

is  not  colloquially,  or  familiarly  applied  to  a  balance  at  a  banking 
house.  No  man  tiilks  of  his  banker  in  that  character  being  in- 
dehk'd  to  him.  Men  speaking  of  such  a  subject  say  that  they 
have  so  much  at  their  bankor*B,  or  80  much  in  their  banker*3 
hands,  a  mode  of  expression  indicating  virtual  possession,  rather 
than  tluit  right  to  which  the  law  applies  the  term  c/wBe-in'Octwn. 
»  ,  .  ,  Agreeing  that  the  term  (ready  money)  is  applicable 
to  money  ia  the  purse,  or  the  house,  I  cannot  agree  that  it  is  con- 
fined to  money  so  placed.  Money  paid  into  a  banking  house,  in 
the  ordinary  mode,  is  so  paid  for  the  purpose  of  being  nut  safe 
merely,  but  ready  as  well  as  safe/'  And,  consequently,  the  V,  0, 
held  that  a  Bank  Credit,  or  deposit  passed  under  the  term  **  ready 
money."  And  this  opinion  was  confirmed  on  appeal  (1  Phil.,  3oC) 
by  Lord  Lyndburst — **  Nobody  can  doubt  that  in  the  ordinary 
use  of  language,  money  at  a  banker's  wonld  be  considered  as 
*  ready  money/  Everybody  speaks  of  the  snm  which  he  has  at 
his  banker's  aa  money :  *  my  money  at  my  banker's '  is  a  usual 
mode  of  expression.  And  if  it  is  money  at  the  banker's,  it  is 
cinphtttit^Hlly  ready  money,  because  it  is  placed  there  for  the 
purpujte  of  being  ready  when  occasion  requires:  it  is  reoeifed 
upon  the  understanding  tliat  it  shall  be  so  ready.  If  a  man  gws 
to  his  banker,  the  money  is  counted  out  to  him  on  the  table*    If 
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he  sends  an  order  for  tlie  money,  it  is  counted  out  to  his  servant, 
or  tite  person  in  whose  favour  tliat  order  is  made,  I  consider, 
therefore,  that  it  is  strictly  *ivixdy  money*  according  to  the 
ordinary  acceptation  of  those  terms  among  maakind'' 

So  again  in  Manning  v.  Purcen  (2  Sni,  &  Giff.,  284),  the 
question  was  whether  a  balance  on  a  current  account,  and  a 
balance  on  a  deposit  account  payable  on  demand,  passed  under 
the  word  moneys  in  a  will,  Stuart,  V.  C,  said — '*The  question 
m  to  the  next  subject  of  gift  which  the  plaiutifls  deny  to  be  in- 
cluded in  the  gift  of  *  moneys/  is  as  to  the  balances  of  the  testator 
at  his  banker's.  The  testator  seems  to  have  had  balances  npon  a 
current  account,  and  balances  upon  a  deposit  account.  Now,  t!io 
balance  upon  the  current  account  certainly  passed.  It  is  also  my 
opinion  that  the  mcjney,  the  evidence  of  wlu'ch  was  the  deposit  notes, 
also  passed  under  the  description  of  moneys.  It  has  Ijecn  main- 
tained in  argument,  that  the  deposit  notes  are  the  vouchers  given 
by  the  bankers  with  wliom  the  deposits  were  made  as  security  for 
money,  and  they  have  been  likened  to  the  case  of  money  secured  by 
a  bond.  It  is  said  that  the  balance  due  is  simply  a  debt,  and  the 
deposit  note  is  evidence  of  the  debt,  just  as  a  bond,  which  shews 
a  debt,  and  binds  the  obligor  to  the  payment  of  it.  But  moneys 
dei>osited  by  a  testator  with  his  baukei"s,  on  a  deposit  account, 
the  balance  carrying  interest,  is  so  much  money  ut  the  d!spD5>al  of 
the  testator,  and  is  as  readily  accessible  by  him  as  moneys  in  an 
ordinary  current  account.  The  fact  that  interest  is  allowed  opoa 
these  deposits,  is  a  reason  for  the  depositor  more  re hictantlj  draw- 
ing upon  his  deposit  account ;  but  in  point  of  fact,  there  is  no 
distinction  at  all  shewn  to  me  upon  the  custom  of  the  bankers. 
The  bankers  have  been  examined  in  this  case,  and  the  habit  is  so 
notorious  on  this,  that  it  would  not  require  evidence  to  shew  that 
where  a  banker  holds  money  for  which  he  gives  a  deposit  note,  it 
is  just  as  accesftible  to  his  customer  as  if  it  was  held  on  a  current 
account 

"If  a  customer  having  a  balance  of  £10,000  at  his  banker's 
wants  £1,000,  he  must  take  a  piece  of  paper  and  deliver  it  to  the 
bankers  before  the  bankers  would  pay  him  the  money  which  they 
hold  for  him.  Now^  with  resjx!ct  to  the  deposit  money,  the  cns- 
fcomer,  if  he  wants  that  money,  or  any  part  of  it,  must  bring  the 
deposit  receipt  instead  of  an  ordinary  cheque  ;  but  that  docs  not 
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iimko  it  \vM  acciwiblo  to  hi  in  than  if  the  bankers  held  it  liable 
to  lie  \yn\\\  on  du^ii»*>s.  If  the  elightest  doubt  were  cast  np<Mi 
tho  i\vH'08nilulity  of  a  cloposiUir^s  money  which  a  banker  holds 
on  ik'iHMit  HMX^iptu*  it  would  soon  pat  an  end  to  the  aceonni 
Rlto^thor 

♦'  Mjr  diviitiun  prMWinlu  njwu  thi«,  that  as  to  the  deposit  notes, 
n«  luuoh  M  to  llio  cttrrvnt  account^  the  relation  of  banker  and 
itn«iouu»r  okihU  ?  0ml  the  bankers  hnUlins;  money  of  a  cnstoraer, 
wh«'lUor  on  a  dc|hwit  ut*count  or  a  cnrreut  account,  nnless  there 
In  iiuino  oxpiviw  vx»nlr«et  to  Uike  it  out  of  the  ordinary  case  of 
fh^l^»»it,  [\Mn  it  M  money,  and  as  money,  bo  readily  accessible  to 
ih^  oiiniiwner  on  tlie  nolutiim  of  banker  and  customer,  that  it  is 
hf  W  to  pftM  attdwr  Ibt  detoription  of  money  generally  " 

S«    Thi«  int|H^rtanoe  and  ttie  practical  beariug  of  these  inves- 
i:  evident.    In  mc^dern  times  private 

I  .^  nolijis  and  nien^ly  cretitcd  Credits  in 

IIhMv  oi\iti>n\<Mii'  fuvonr  to  be  drawn  against  by  Cheques,  These 
i^mlll*  ar<*  iu  Iviukinjt  UuviruaKe  tcnned  Dcjxjsits.  Now  many 
t»m«w«u»i  WH^ttni  a  inutorial  l^uuk  Note,  which  is  only  a  Right  re- 
|H»»t\tul  i»n  \^*\\^n\  aiY  williop  to  admit  tbat  a  Bank  Note  is  cash. 
\\\\U  ^^^n\  Mw^  want  of  a  liltis  reiloetion,  they  feci  a  difticulty  with 
ri^K^nl  \\\  wiml  i\\ty  mi  as  IV>posits,  They  admit  that  a  Bank 
No».'   U  m  -U<tK\**      ^       *  "       1  '*  Circnlation,"  but 

{W\  fWil  bi  nw  iitai  >•  'y  itt  the  same  sense 

mpialljr  an  "  Iwue/*  **  (NiTrewy/*  and  ^*  Circalatiun '' 

Wh»u  a  Uuikor,  in  mJbM^  for  mon  '  for  the 

^ffi^$,m  of  a  Ihll  of  Rnibailies.  givt«  V  toiner, 

t^^vali^  and  ImUM  a  RifcsHt  of  which 

thi^  v\i4omer  m«^  Umwlof  lo  "•  •■  \vhcn  a 

bniiK.  V  m  wolittlf^  (or  WHMl^'  ^  ^*"  ""^  ^*- 

«han|K«s  orwOoi  »  Cnslit  iu  his  Ux4  our,  he 

3\iftliy  oniloi  aiid^'lssttw**  »  n     ^^  »«»- 

If  I  Wrf  ty  Wlwittg  •  cb^^  ^*  ^i*  cu^omer  he  Uicreby 

sngafiii  U>  p^y  tbt  O**!  •• ' 
WM  transfer  »t,    Wlbsr  fcn» 
IMIM  i^f  <k  ^^gi>*  <>f  ^*^^*^  ^  ^  cwftx»mer.     li 
•iiM  light  lo  OMiad  p^vMOt  of  Wi  CwdiA  U.^  ^.  l^.-..., 
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and  exactly  the  same  right  to  transfer  it  to  any  one  else,  whether 
it  be  by  Note  or  by  Cheque 

Unreflecting  persons  see  only  so  many  figures  in  a  book ;  they 
are  startled  at  hearing  them  culled  Wealth  :  but»  in  fact,  these 
Cj^^areg  are  only  the  evidence  of  so  nifuiy  transferable  rights  of 
action  in  the  jiersons  of  tlie  banker's  creditors.  These  rights  are 
just  as  much  "issned"  and  in  "circulatioD^'aa  if  they  were  Notes. 
They  are  equally  liabilities  to  i>ay  on  demand.  No  doubt  it  is 
nsaal  in  bank  returns  to  distingnish  lx*tween  Notes  and  Crt^dits; 
hot  suppose  they  were  not  so  distingnished,  but  merely  called 
liabilities,  would  not  every  one  see  that  they  stand  on  exactly 
the  same  footing  ?  AVould  any  one  then  make  any  diGFerence 
between  them  ? 

Thus  these  Bank  Credits,  or  Deposits,  are  a  mnss  of  Property, 
jnst  like  so  much  corn  or  timber ;  they  are  Pemtma,  Bona^  {{es, 
^Icrx :  they  are  now,  though,  of  course,  legally  only  debts>  for  all 
practical  purposes  the  current  coin  of  commerce :  and  the  great 
medium  of  payment  of  the  conntry  :  and  specie  is  now  only  used 
occasionally,  and  as  a  supplement  to  payments  in  Credits  of 
di liferent  forms 

Nothing  can  bo  more  unfortunate  or  misleading  than  the 
expression  which  is  so  frequently  used  that  banking  is  only  the 
**  Economy  of  Capital,"  and  that  the  business  of  a  banker  is  to 
borrow  money  from  one  set  of  persons  and  lend  it  to  another  set. 
Bankers,  no  donbt,  do  collect  sums  from  a  vast  number  of  persons, 
bnt  the  peculiar  es.sence  of  their  busiuess  is,  not  to  lend  that 
money  to  other  persons,  hot  on  the  basis  of  this  bullion  to  create 
a  vast  superstructure  of  Credit ;  to  multiply  their  promises  to  pay 
many  times :  these  Credits  being  payable  on  demand  and  perform- 
ing all  the  functions  of  an  equal  amount  of  cash.  Thus  bauking 
is  not  an  Economy  of  Capital,  but  an  increase  of  Capital  ;  the 
business  of  banking  is  not  to  lend  money,  but  to  create  Credit: 
and  by  means  of  the  Clearing  House  tliese  Credita  are  now  trans- 
ferred from  one  bank  to  another,  just  as  easily  as  a  Credit  is 
transferred  from  one  account  to  another  in  the  same  bank  by 
means  of  a  cheque.  And  all  these  Credits  are  in  the  ordinary 
language  and  practice  of  commeroe  exactly  equal  to  so  much 
cash  or  Currency 
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9.  After  tbc  authoritatiye  exposition  wo  have  giTen  ahove 
of  tlie  real  meaniDg-  of  the  word  Currency,  and  the  judicial 
deoisious  of  what  it  includes,  it  is  rather  a  work  of  supcrerogatiou 
to  cite  the  opinions  of  lay  writers.  The  coatrovei-sies  as  to  the 
meaning  of  Carreiicy  did  not  arise  until  Smith  had  been  scTeml 
years  in  his  grave  ;  but  we  think  that  no  one  who  iieads  his  work 
can  form  any  douht  but  that  bills  of  exchange  are  nece^ssarily 
included  under  his  designation  of  paper  money.  The  question^ 
liowever,  is  extremely  unimportant,  and  would  take  far  too  mnch 
Bpace  to  examine  thoroughly 

The  first  occasion  on  which  wc  hare  met  the  term  Circulating 
Medium  is  in  the  debate  on  the  Bunk  UeHtriction  Act,  17l»7,'  in 
which  Mr,  Fox  said  he  wished  that  gcntlcnien,  *•  instead  of  anins- 
iw^  themsekea  with  new  terms  of 'Circulating  Medium  '  and  the 
like,"  which  shews  that  it  must  then  have  Ijeen  of  very  recent 
introduction.  Mr.  Pitt,  in  his  rephs  said — *' As  eo  much  has 
been  said  upon  the  nature  of  a  Circulating  Medium,  lie  thought 
it  necessary  to  notice  that  lie  did  nut  for  Jiis  own  part  take  it  to 
be  of  that  empirical  kind  which  had  been  generally  describetl.  It 
appeared  to  him  to  consist  in  an  iff  hi  mj  that  answered  the  great 
purposes  of  trade  and  commerce,  whether  iti  Kj>ec»e,  paper,  or  any 
other  term  that  might  be  used."  It  is  quite  evident,  therefore, 
that  bills  of  exchange,  cheques,  and  bank  credits  would  all  be 
included  under  such  a  desiguationj  bcc^iuisc  they  all  effect  the 
circulation  of  merchandise 

The  first  place  in  which  we  have  met  the  doctrine  that  the  word 
Currency,  or  Circulating  Medium,  is  to  be  restricted  to  specie  and 
Bank  Notes  only,  is  in  a  letter  uf  Mr.  Buyd,  a  well  known  linancial 
agent,  to  Mr.  Pitt.  He  says,  p.  2— •*  By  the  words  *  ifeaus  of 
Circulation/  'Circulating  Medium/  and  *Cun'cucy,'  which  are 
used  almost  as  synonymous  terms  in  this  letter,  I  nndei-stand 
always  readij  moneijy  whether  consisting  of  Bank  Notes  or  f^peiiL*, 
in  contradistinction  to  Bills  of  Exchange,  Navy  Bills,  Exchequer 
Bills,  or  any  other  mgottabh  paper,  which  form  no  part  of  the 
circulating  medium,  as  1  have  always  understood  the  term,  llie 
lutt^r  is  the  circulator  ;  the  former  are  merely  objects  of  cii 
tion."  But  Mr.  Boyd,  in  his  preface,  says — ♦*  But  from  th. 
return  of  bunk  notes  (without  that  of  the  balances  en  the  hiHtk$^ 

•  l\trlifmtntary  tlUtvrf  &/  t'nffltt$td,  Vol,  XXX iJ/^  j»»  $40* 
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for  which  the  biuk  is  likewise  liable,  and  of  the  specie  in  its  coffers) 
no  accurate  estimate  can  be  formed  of  the  positive  difleR'Uce 
between  tlie  present  and  the  former  circulation."  Mr,  Boyd 
therefore,  expressly  includes  Rank  Credits,  or  Deposits,  under  the 
title  Currency,  and  aa  his  notion  of  Currency  was  ready  money,  it 
is  quite  evident  that  Cheijues  were  also  Oiirreney  in  his  opiniou, 
because  we  have  seen  that  Mercantile  Law  considers  Bank  Notes, 
Cheques,  and  Bank  Credits,  as  all  equally  ready  money 

Whether  this  opinion  of  Mr.  BoyiFs  gained  any  adherents  we 
cauuot  say  ;  but,  in  opposition  to  tliis  novel  doctrine,  Mn  TTenry 
Thornton,  one  of  the  authors  of  the  Bulliun  Report,  said* — *' A 
multitude  of  bills  pass  between  trader  and  trader  in  the  country 
in  the  manner  that  has  been  described  ;  and  they  evidently  form, 
in  the  strictest  sense,  a  part  of  the  CircuhUing  Medium  of  the 
country/'  And  in  a  note  on  this  passage  iie  says— '*  Mr.  Boyd  io 
hia  publication  addressed  to  Mr.  Pitt  on  the  subject  of  the  Bank 
of  England  issues,  propagates  the  same  error  into  which  many 
others  had  fallen,  of  considering  bills  as  no  i>art  of  the  circulating 
medium  of  the  cuun try."— After  quoting  the  above  passage  from 
Mr.  Boyd,  he  says — "  It  will  be  seen  in  the  proirress  of  this  work 
that  it  was  necessary  to  clear  away  much  confusion  which  had 
arisen  from  the  want  of  a  suflicieutly  full  acquaintance  with  the 
several  kinds  of  paper  credit,  and,  in  particular,  to  remove,  by  a 
considerable  detail,  the  prevailing  errors  respecting  the  nature  ol 
bills,  before  it  could  be  possible  to  reason  properly  upon  the  effects 
of  paper  credit " 

Certainly  no  influential  person  at  that  time  adopted  such  an 
opinion,  and  we  may  quote  a  passage  from  the  speech  of  the 
Marquis  of  Tichfield,  one  of  the  most  distinguished  of  the  rising 
men  of  the  day,  on  Mr.  Western's  motion,  in  1822,  regarding  the 
Act  of  1819.  He  said — **  Economy  of  money  was,  by  contrivances 
to  Sparc  the  use  of  it,  according  to  the  description  of  his  right 
honourable  friend,  by  substitution  of  the  precious  metals  in  the 
Bha|)e  of  volnntary  credit.  Every  new  contrivance  of  this  kind, 
and  every  one  improved,  had  that  tendency.  When  it  was  con- 
fiidered  to  how  great  an  extent  these  eoutrivances  had  been 
practised,  in  the  tmriouB  modei  of  Verbal,  Book,  ami 
Circulating  Credits,  U  was  easy  lo  $ee  that  the  country 

•  Inquiry  into  tkt  ifaturc  and  EfftcU  ofikt  Daptr  Credit  qf  Great  Brilviti^p.  4X1 
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had  retnvtd  a  ffreat  addition  to  ih  Carreacy,  Thijt  addition 
to  ihfi  Currency  umihl^  of  coune,  havp  ths  mme  effect  as  %} 
gold  had  bpcn  increased  from  the  mines,**  ITere,  therefore,  we  flee 
it  explicity  stated  that  Credit,  in  all  it^?  shapes  and  forms,  is 
independent,  exchangeable  property,  of  the  valoe  of,  and  produc- 
ing the  same  effects  ae,  gold 


10.  The  question  **  What  the  term  Currency  includes?"  was 
nmch  diftcnased  before  the  Coraraittee  of  1840;  bat  it  Is  only 
necesfiary  to  state  here  the  views  of  those  witnesses  whose  opinions 
prevailed  with  the  frnmera  of  the  Bank  Charter  Act  of  1844 

Mr.  Geo  ROB  Waude  Normak,  a  Director  of  the  Bank  of 
England,  was  asked — 

1691*  '*  Are  there  any  grounds  for  considering  the  dcposite  of 
the  Bank  of  England  as  Currency  ?— No,  I  think  not 

1692.  "Do  you  consider  that  any  depositfl,  merely  in  their 
character  of  deposits,  can  be  considered  as  Carreacy? — No,  I 
do  not 

169S.  "Will  you  state  what,  in  your  opinion,  forro«  the 
distinction  between  Currency  and  deposits  ? — 1  consider  that, 
looking  broadly  at  deposits  and  Currency,  they  are  quite  distinct ; 
they  have  little  to  do  with  each  other.  But  I  conceive  that  the 
nso  of  deposits  is  one  of  the  bauking  expedients,  which  is  avail- 
able for  economising  currency,  along  with  a  great  many  others. 
T  do  not  consider  them  as  Currency  or  money.  I  ought  to  observe, 
|}ei!m[)fi,  to  the  Committee,  that  I  employ  the  words  '  money*  and 
*  currency*  as  synonymous.  Deposits  are  nsed  by  means  of  trans- 
fers made  in  the  books  of  bankers  ;  and  these  afttird  the  means  of 
adjusting  and  settling  transactions,  and  jwo  tanlo  dispense  with  a 
certain  quantity  of  money ;  or  they  may  be  set  off  against  each 
other,  from  one  banker  to  another,  to  a  certain  extent,  and  thns 
produce  the  aame  effect.  8till  they  poesess  the  essential  qualities 
of  money  in  a  very  low  degme 

lf»94»  "  Do  you  entertain  a  similar  opinion  as  to  Bills  of 
Exchange? — Yes,  exactly ;  I  think  they  are  also  used  to  economiae 
Carr»-ncy.  I  look  ujx)u  them  as  bankins^  expedi^'uts  for  that 
pur{K«e ;  but  they  do  not  possess  fully  the  (pmlities  which  I 
consider  money  to  ponsess 

1095.  "  WiU  yoti  explain  the  diflferenoe  between  the  fimctiooa 
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which  money  will  perform  and  those  which  Bills  of  Exchange  or 
deposits  will  perform? — To  answer  that  qiK'stion  fully,  one  must, 
I  rnn  afraid,  take  rather  a  wide  view  ;  bat  I  look  npon  it  that  the 
three  most  ossentiiil  qualities  money  should  possess  are  that  it 
should  he  in  uuiversa!  demand  by  everybody,  in  all  times  a!)d  all 
places ;  that  it  should  poFsess  fixed  value  ;  and  tiiat  it  shonld  be 
a  perfect  nnmeraton  There  are  other  qualities  ;  bnt  I  think 
Iheaeare  the  most  essential.  Now,  when  I  look  at  all  banking 
expedients,  I  find  Ihey  do  nob  poss«'8S  these  qnalitica  fully.  They 
possess  them  in  a  very  low  dei^rt'c  ;  and,  therefore,  as  we  sec  took 
place  in  the  autumn  of  1835*  with  a  very  large  increase  of  the 
deposits  of  the  Bank,  the  circulation  diminished,  and  there  was 
every  appearauce  of  the  effects  of  contraction  :  there  was  an  in- 
creased iniax  of  treasure  ;  and  I  conceive  from  that  there  were 
lower  prices.  By  a  numerator  I  mean  that  which  measures  the 
value  of  other  commodities  with  the  greatest  pospible  facility.  If  we 
look  at  all  thc^e  banking  expedients,  we  see  that  they  possess  the 
three  qualities  which  I  have  mentioned  in  a  very  much  lower  degree 
1696.  '*  Will  you  state  in  what  respect  ? — I  can  only  take 
them  one  by  one.  A  Bill  of  Exchange  is  an  instrument  commonly 
payable  at  some  future  time,  at  a  certjiin  place,  and  to  some 
particular  individual  ;  it  is  of  no  use  to  any  other  individual, 
except  it  is  indorsed  to  him.  A  man  canuofc  go  into  a  shop  with 
a  Bill  of  Exchange  and  buy  what  he  wants  ;  he  could  not  pay  bis 
lalK)urera  with  a  Bill  of  Exchange.  The  same  with  a  banker's 
deposit,  be  can  do  nothing  of  that  sort  with  that ;  he  can  do 
with  less  money  than  he  wonld  otherwise  employ,  if  he  has  Bills 
of  Exchange,  or  bankers'  deposits  ;  but  he  cannot,  with  Bills  of 
Exchange  or  bankers*  deposits,  do  whatever  he  conid  with  sove- 
reigns and  shillingp.  By  a  banker's  de|iosit,  I  mean  a  credit  in  a 
banker's  books  ;  nothing  more  nor  less  than  that  ** 


11.     Mr.  SAMtJEL  JONEB  LOYD,   QOW  Lord  OvERRTOfTB,  was 

asked^ — 

2655.  "What  is  it  that  you  include  in  the  term  circulation? — 
I  include  in  the  term  circulation,  metallic  coin,  and  paper  notes 
promising  to  pay  the  metallic  coin  to  bearer  on  demand.     .    .    . 

2661.  "  In  your  definition,  then,  of  the  word  circulation,  you 
do  not  include  deposits  ? — No,  I  do  not 
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2662.  "Do  yoa  ioclnde  Bills  of  Exchange  ?— No,  I  do  not 
2C63.  **AVhy  do  you  nut  iiichide  deposits  in  your  definitioo  of 
circulation  ? — To  ausv^er  that  question,  I  believe  I  must  be  allowed 
to  revert  to  first  priticiples.  The  precions  metals  are  distribiUvd  to 
the  different  countries  of  the  world  by  the  operation  of  i>articular 
laws,  which  have  been  investigated  and  are  now  well  recognised. 
These  laws  allot  to  each  country  a  certain  portion  of  the  precious 
metals,  which,  while  other  things  remain  unchanged,  remains 
itself  unchanged.  The  preciouB  metals,  converted  into  coin, 
constitute  the  money  of  each  country.  That  coin  circulates 
sometimes  in  kind  ;  but,  in  highly  advanced  countries,  it  is 
represented  to  a  certain  extent  by  paper  notes,  pmmising  to  pay 
the  coin  to  beaix^r  on  demaud  ;  these  notes  being  of  such  a  nature 
iQ  principle  that  the  increase  of  them  supplants  coin  to  an  equal 
amount.  Where  those  notes  are  in  use,  the  metallic  coin,  together 
with  those  notes,  constitute  the  money  or  Currency  of  that  country. 
Now,  this  money  is  marked  by  certain  distinguishing  characteris- 
tics ;  first  of  all,  that  its  amount  is  determined  by  the  laws  which 
apportion  the  precious  metals  to  the  different  countries  of  the 
world  ;  secondly,  that  it  is  in  every  country  the  common  measure 
of  the  value  of  all  other  commodities,  the  standard,  by  reference 
to  which  the  value  of  every  other  commodity  is  ascertained,  and 
every  contract  fulfilled ;  and,  thirdly,  it  becomes  the  common 
medium  of  excliangc  for  the  adjustment  of  all  transactions  equally 
at  all  times,  between  all  persons,  and  in  all  places.  It  has,  further, 
the  quality  of  discharging  these  functions  in  endless  succession. 
Now,  I  conceive  that  neither  deposits  nor  Bills  of  Exchange,  In 
any  way  whatever,  posMisa  these  qualities.  In  the  first  place,  the 
amonnt  of  them  is  not  determined  by  the  laws  which  determine 
the  amount  of  the  precious  metals  in  each  country ;  in  the  second 
place,  they  will  in  no  respect  serve  as  a  common  measure  of  vaUie, 
or  a  standard,  by  reference  to  which  we  can  nieiisurc  the  reliitivc 
value  of  all  other  commodities ;  and,  in  the  next  place,  they  do  not 
possess  that  power  of  universal  exchangeability  which  belongs  to 
the  money  of  the  country 

2664.  *'Why  do  you  not  inclade  Bills  of  Exchange  in  cir* 
culation  ?^ — 1  exclude  Bills  of  Exchange  for  precisely  the  i-^""^^ 
reasons  that  I  have  stated  in  my  former  answer  for  cxcb 
dapoait^-    There  is  another  passage  in  the  eanio  report  \ktuch 
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nppears  to  me  to  shew  very  clearly  that  the  French  ChEimber 
have  fully  appreciated  the  distinction  between  Bills  of  Exchaiigo 
and  money — 'Every  written  obligution  to  pay  a  sura  dtio  may 
V»ccome  a  sign  of  the  money ;  the  sign  has  acr|nired  some  of  the 
advantages  of  circnlating  money  ;  because  like  bills  of  exchange, 
it  may  be  transmitted  by  the  easy  and  piximpfc  method  of  indorse- 
ment. But  what  obstacles  tliere  are  I  It  does  not  represent  at 
every  instant  to  its  holder  the  sum  inscribed  on  it;  it  can  only 
be  paid  at  a  distant  time :  to  realise  it  at  once,  it  mnst  be  pnrtcd 
with.  If  one  finds  any  one  sufficiently  trustful  to  accept  it,  it  caa 
only  )ye  transferred  by  guaranteeing  it  by  indorsement.  It  is  an 
eventoal  obligation  which  one  contracts  one's  self,  and  under  the 
weight  of  which,  until  it  is  paid,  one's  credit  suffers.  One  is  not 
always  disposed  to  reveal  the  nature  of  one's  business  by  the  sig- 
iiatures  one  puts  in  circulation.  These  inconveniences  led  people 
to  find  out  a  sign  of  money  still  more  active  and  more  convenient, 
which  shares,  like  the  Bill  of  Exchange,  the  qualities  of  metallic 
money,  because  it  hjis  no  other  merit  hot  to  represent  it,  but 
which  can  procure  it  at  any  moment ;  which,  like  the  piece  of 
money,  is  transferred  from  hand  to  himd,  without  the  ncce&iity  of 
being  guaranteed,  without  leaving  traces  of  its  passage.  The  note 
payable  to  bearer  on  demand,  issued  by  po^verful  associations 
formed  under  the  authority  and  acting  under  the  continual 
observation  of  government,  has  appeared  to  present  these 
advantages.    Hence  Banks  of  circulation* 

26G5.  '*  Under  similar  circumstances,  will  the  aggregate 
amount  credited  to  depositors  in  bankers'  books  bear  some  re- 
lation to  the  quantity  of  money  in  the  country  ? — During  tem- 
porary fluctuations  in  the  amount  of  circulation,  all  other  things 
remaining  unchanged,  I  conceive  the  amount  of  deposits  will  be 
affected  by  such  fluctuations 

2CG0.  "Is  the  amount  of  bills  of  exchange  dependent  in  some 
degree  on  the  quantity  of  money  ? — I  apprehend  that  it  is 
dependent  in  a  very  great  degree.  I  consider  the  money  of  the 
country  to  be  the  foundation,  and  the  bills  of  exchange  to  be  the 
Bnperstructnre  raised  upon  it.  I  conceive  that  bills  of  exchange 
are  an  important  form  of  banking  operations,  and  the  circulation 
of  the  country  is  the  money  in  which  these  operations  are  to  be 
fkdjusted  ;  any  contraction  of  the  circulation  of  the  oountry  will, 
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of  courae,  act  upon  credit ;  bills  of  exohftoge,  being  an  importunt 
form  of  credit,  will  feel  the  effect  of  that  contraction  in  a  very 
poworfal  degree ;  they  will,  in  fact,  be  contracted  in  a  much 
greater  degree  than  the  paper  circulation 

26fj7.  Sir  Roberl  Peel:  "What  arc  the  elements  which  con* 
stitute  money  in  tfie  sense  in  wliich  yon  use  the  exprejslon, 
'  quantity  of  money  ? '  What  is  the  exact  meauin^f  you  attach  to 
the  words  *  quantity  of  money — qtiautity  of  raetallic  Currency  ?  * 
—When  I  use  the  words  quantity  of  money,  I  mean  the  quantity 
of  metallic  coin  and  of  pai)er  notes,  promising  to  pay  the  coin  on 
demand,  which  are  in  circnlation  in  this  country 

20 68.  "  Paper  notes  payable  by  coin  ? — Yes 

2(J6y.  "By  whomsoever  issued? — Yus 

2670.  "By  country  banks  as  well  as  other  banks  ?— Yea 

2671.  Ohairtfian:  ''Would  this  superstructure,  consisting  of 
ioma  crediteii  to  ile|x>sitor8  in  bankers'  books  and  bills  of  ex- 
change, equally  exist,  although  no  notes  payable  in  coin  on 
demand  existed  in  the  country  ?^Yes  ;  I  apprehend  that  every 
question  with  respect  to  deposits,  and  with  resixjct  to  bills  of 
exchange,  is  totally  distinct  from  the  question  which  has  refcreuoo 
to  the  ii,»ture  of  the  proijcss  of  substituting  promissory  notes  in 
lieu  of  coin,  and  of  the  laws  by  which  that  process  ougJit  to  bo 
governed.  If  the  promissory  notes  be  properly  regulated,  so  as 
to  be  at  all  times  of  the  amount  which  the  coin  would  have  been, 
deposits  and  bills  of  exchange,  whatever  changes  they  may  under- 
go, would  sustain  these  changes  equally,  either  with  a  metallic 
Currency,  or  with  a  paper  Currency  properly  regulated ;  conse- 
quentiy,  every  investigation  respecting  their  character  or  tmionut, 
is  a  distinct  question  from  that  which  has  refercnoe  only  to  tho 
Bubstitution  of  the  pajK^r  notes  for  coin 

2672.  "  There  would  be  no  reason  why,  if  there  were  no  notes 
payable  in  coin  on  demand,  the  amount  of  this  superstrncturo 
should  be  less  than  it  now  is,  with  a  mixed  circalatiou  of  specio 
and  of  notes  payable  on  demand  ?^None  whatever,  I  apprehend 
that,  nix)u  the  supposition  that  the  pui)er  notes  are  kept  of  the 
same  amount  of  the  metallic  money,  the  qticsttou  of  the  stipar- 
structuru,  whether  of  deposits  or  of  bills  of  exchange  rcm;iiQ9 
precisely  the  same 

2073.  **  That  answer  takes  for  granknl  that,  in  the  first 
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the  metallic  Currency,  and,  in  the  seco'id  case,  the  metnlHo 
Canxsncy,  plus  the  notes  payable  on  demand,  are  the  aamc  in 
quantity  ?— Yes 

2074,  Sir  Robert  Peel :  "You  suppose  the  notes  payable  on 
demand  to  displace  an  araonufc  of  coin  precisely  equal  to  those 
notea  ? — They  ought  to  be  so  under  a  proper  regulation  of  the 
paper  money,  otherwise  they  are  not  kept  at  the  same  value  as 
coin 

2675.  Mr.  Attwood:  **  Would  you  consider  that  the  super- 
structure of  bills  of  exchange,  founded  cutirely  upon  a  metallic 
Currency,  might,  at  particular  times,  become  unduly  expaudcd  ? 
— The  answer  to  that  question  depends  entirely  upon  the  precise 
meaning  of  the  word  *  unduly/  I  appivheud,  undoubtedly,  that 
it  is  perfectly  possible  that  credit,  and  the  cousequeuces  which 
sometimes  result  from  credit,  viz.,  o^'cr-bankiug  in  all  its  forms, 
aad  the  over  issue  of  bills  of  exchange,  which  is  one  important 
form  of  over-baukiug,  may  arise  with  a  purely  inetallic  Cuireucy  ; 
and  it  may  also  arise  with  a  currency  consisting  jointly  of  metaOic 
money  and  pftper  notes  promising  to  pay  in  coin  ;  and  I  conceive 
further,  that  if  the  notes  be  properly  regulated,  that  is,  if  t!iey  t^e 
kept  at  the  amount  which  the  coin  otherwise  would  be,  whatever 
over-baukiug  would  havo  arisen  with  a  metallic  Currency,  would 
ariise,  and  to  the  same  extent,  neither  more  or  less,  with  money 
consisting  of  metallic  coin  and  paper  notes  jointly 

2676.  **  May  not  o¥er-bankiug  and  over-issue  of  bills  of  ex- 
cliange,  forming  a  superstructure  based  upon  money  composted 
of  metiil  and  paper  notes,  derange  the  certainty  of  the  notes  being 
duly  paid  in  gold  ? — I  apprehend  that  if  the  paper  notes  be 
propca-ly  reguhited,  according  to  the  sense  which  I  have  already 
attributed  to  tliat  expression,  and  if  a  proper  proportion  of  gold 
Lo  held  in  reserve,  the  solidity  of  the  basis  cannot  be  disturbed  ; 
that  is,  that  U  there  be  a  projier  contraction  of  the  paper  notes  as 
gold  goes  out,  the  convertibility  of  the  paper  system  will  be 
effectually  preserved  by  the  continually  iucreasing  value  of  the 
remaiuiug  quantity  of  the  Currency,  as  the  contraction  proceeds  '* 

About  this  period,  and  for  a  long  time  preceding,  the  greatest 
part  of  the  Circulating  Medium  of  Lancashire  was  bills  of 
exchange,  which  sometimes  had  160  indorsements  on  them  before 
they  catne  to  maturity.    Lord  Overi^tone  was  asked — 
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3026.  *^  Does  not  thd  piiocipal  circalatioii  of  LADcaahire  oon< 
mi  of  bills  of  exchange  ? — As  I  contend  tbal  bills  of  exchange 
do  not  fonn  a  part  of  the  circulation,  of  course  I  am  boand,  in 
answer  to  that  qiie^tionj  to  saj  No 

3027.  **  Is  there  not  a  larjre  quantity  of  bills  of  exchange  in 
circulation  in  Lancashire  ? — Undoubtedly,  wherever  a  large  mnas 
of  mercauttle  or  trading  transactions  take  place,  there  will  exist  a 
large  amount  of  bills  of  exchange ;  and  that  is  the  cafiOp  to  a 
great  extc^ut,  in  Lancashire 

3028.  ''  Do  not  the  bills  exceed,  to  an  immense  amovrot,  the 
isBoe  of  notes  i)ayable  on  demand  in  Lancashire  ?-*Undonbtcdty 
thej  do,  to  a  great  amount " 

12,  Mr.  Hume  had  a  long  fencing  match  mih  Loni  Over^ 
stone  as  to  the  distinction  between  Bank  XotC's  iind  Dtrpugita, 
Lord  Overstone  admitted  that  a  debt  might  be  discharged  eitlier 
by  the  transfer  of  a  Bank  Note,  or  by  the  transfer  of  a  Credit  in 
the  books  of  the  Bank:  bat  be  strongly  contended  that  Bank 
Notes  are  money,  and  that  Bank  Credits,  or  Deposits,  are  not 

8148.  **  Do  you  consider  any  portion  of  the  deposits  in  the 
Bank  of  England  as  money  ? — I  do  not    ,    ,    *    • 

8150.  **Conld  20,000  80vertiij:n3  have  more  c  ^  '^  dis- 
charged the  obligation  to  pay  the  £20,000  of  1  i  the 
deposits  did  ? — Where  two  parties  have  each  an  account  with  a 
deposit  bank»  a  transfer  of  the  credit  from  one  party  to  the  credit 
of  another  party,  may  certainly  discharge  an  obi  i  gut  ion  in  the 
same  manner,  and  to  the  same  extent  to  which  sovereigns  would 
have  discharged  that  obligation    .         .     . 

3169.  "Will  not  the  debt  between  the  two  be  discharged 
thereby  ?— Yes 

8170.  "In  the  one  case  I  have  supposed  that  payment  of 
£1,000  was  made  by  means  of  notes  in  circulation  ;  payment  was 
made  by  the  delin^ry  of  these  notes  from  one  band  to  another, 
and  they  are  transported  from  place  to  place :  bnt  in  the  case  of 
ft  payment  made  by  means  of  a  transfer  in  the  books  of  the  bank 
from  one  aoconnt  to  another,  I  ask  you  are  not  those  paymenta 
eqnally  valid,  and  would  not  the  debt  be  discharged  equally  in 
either  case  ? — In  the  one  case  the  debt  has  been  dis^i  hiirged  by 
tiie  lae  of  money  :  in  the  other  cue  the  debt  has  been  disobatged 
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without  the  necessity  of  resorting  to  the  use  of  money,  in  con- 
Beqiieiicc  of  the  economising  process  of  deposit  business  in  the 
Bank  of  England 

3171.  '*  Can  the  debt  of  £1,000  which  one  pereou  owes  to 
another  be  disL-lmrged,  without  money  being  paid,  or  its  viilue  ? — 
A  debt  of  £1/J00  cannot  be  discharged  without,  in  Forae  way  or 
other,  trnnsferriug  the  valae  of  £1,000;  but  that  fcrausfer  of 
value  may  certainly  be  effected  without  the  use  of  money 

3172.  '*  Was  not  the  deposit  transfer  in  the  Bank  of  England, 
to  Batiafy  that  debt  of  £1,000,  of  the  same  vakie  as  the  £1,000 
notes  which  passed  in  the  other  case  ? — A  credit  in  the  Bank  of 
Englnud  I  consider  is  of  the  same  value  as  the  san^e  nominal 
amount  of  money  j  and  if  the  credit  be  transferred,  the  same 
value  I  consider  to  be  transferred  as  if  money  of  that  nominal 
amount  had  been  transferred    .    ,    ,    ♦ 

3177.  ''Is  there  any  fallacy  in  the  statement  that  in  the 
accounts  published  by  the  Bank,  tiieir  liahiiiticvS  are  divided  into 
two  heads,  circulation  and  deposits  ? — I  am  not  prepared  to  state 
that  there  is  any  fullacy  in  it 

3178.  '*  Have  you  not  said  that  deposits  do  not,  in  any  way 
whatever,  possess  the  qualities  of  money  ? — If  I  have  said  so,  I 
shall  be  glad  to  have  the  statement  laid  before  me 

3179*  ''Have  yon  not,  in  qnestion  2(jfj3,  enumerated  certain 
distinguishing  characteristics  of  money  ?— I  have 

8180.  **  Have  yon  not,  in  the  same  question,  stated  that 
deposits  do  not,  in  any  way  whatever,  possess  thoso  chanicter- 
iatics? — Yes,  I  have 

3181.  "Have  you  not,  m  answer  to  previous  questions,  ad- 
mitted that  for  the  dischar^'e  of  debtSi  deposits  have  the  charac- 
teristics of  money  ? — All  that  I  have  admitt^^d  is,  I  believe,  that 
n  deposit  may,  under  certain  supposed  circnmstancea,  be  used  to 
discharge  a  certain  supposed  debt " 

Lord  Overstone  also  said  (3132) — "Will  any  man  in  his  com- 
mon seuses  pretend  to  eay  that  the  total  amount  of  transactions 
adjusted  at  the  Clearing  House  are  part  of  the  money,  or  cir- 
culating medium  of  the  country  ?  "  No,  of  coarse,  no  one  says 
tliat  a  traiuadion  is  money ;  but  tfie  operations  of  the  Clearing 
HoaiC  consist  exclosively  of  the  transfers  of  Bank  Credits  from 
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one  bank  to  aaother;  and,  most  uuduubtedly,  these  Bank  Credita 
are  part  of  the  circulating  medium  of  the  country 

Now,  we  have  alreadj  seen  that  in  Roman  Law  these  EiglitB 
are  expresslj  classed  as  Petunia ;  ne  have  seen,  that  both  by  our 
Courts  of  I^w  and  Equity  they  are  held  to  be  equivalent  to 
Money  ;  and  Lord  Ovei-stone  has  himself  admitted  that  they  are 
of  the  same  nominal  vahie  as  money.  How,  Uien,  can  it  be  con- 
trary to  common  sense  to  say  that  they  arc  part  of  the  circulating 
medium  of  the  country  ?  However,  to  avoid  all  soch  discussions, 
every  one  must  admit  that  they  have  now  become,  in  oonsequenoe 
of  the  general  spread  of  the  nse  of  banking,  the  great  medium  of 
the  payments  of  the  coimtry.  And,  therefore,  those  who  consider 
the  essence  of  money  to  be  "  dosing  debt/'  must  admit  them  to 
be  money.  Thus  they  are  answered  by  their  own  argnmentg ; 
which  are,  however,  erroneous,  becaose  money  is  not  that  which 
may  happen  to  close  a  debt^  but  that  which  a  debtor  can  by  law 
compel  his  creditor  to  take  in  payment  of  a  debt 

Lord  Overgtone  further  said  (3082)—**  When  I  give  a  defini- 
tion of  *  Currency/  of  course  it  is  Currency  in  the  abstract :  it  is 
that  whicli  Currency  ought  to  be :  that  definition  properly  laid 
down,  and  properly  applied,  will  include  paper  notes  payable  on 
demand,  and  it  will  exclude  bills  of  exchange  ^^ 

Here,  again,  Lord  Overstone  is  absolutely  wrong.  It  will  be 
eocn  from  the  judicial  decisions  given  above  that  it  is  perfectly 
imi>o8sible  to  frame  a  true  definition  of  Currency  which  shall 
include  bank  notes  and  exclude  bills  of  exchange :  and,  moreover, 
DO  bank  notes  in  England^  except  Ikuk  of  England  notes,  are 
money ;  because  no  debtor  can  compel  his  creditor  to  take  any 
bank  notes  in  payment  of  a  debt,  except  Bank  of  England  notea, 
and  these  only  so  long  aa  the  Bank  pays  them  in  money  on 
demand.  If  the  Bank  were  to  stop  pa>  mcut,  Bank  of  Enghind 
noteis  would  imme<liately  oease  to  be  ler  :  a  oonsiderattOQ 

which  will  be  found  of  the  greater  ^  uue  when  we  come 
to  investigate  the  mechanism  and  operation  of  the  Bank  Charier 
Aotof  18U 


13*    Lastlyj  we  may  qaote  Colonel  TorrenB,  beoaoBB  he 
not  only  one  of  the  most  influential  of  this  tdioul,  but  It  waa 
aometimes  alleged  that  be  was,  in  leality,  the  author  of  the  sdicme 
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which  Sir  Robert  Peel  adopted  in  liis  Bank  Charter  Act  of  1844. 
He  says* — •*  The  tenna  Money  and  Currency  have  hitherto  been 
employed  to  denote  those  iastrumeuts  of  exchange  which  possess 
intrinsic  or  derivative  vahie,  and  by  which,  from  hw  or  aistom^ 
debts  are  discharged  and  transactions  finally  closed.  Bank  notes, 
payable  in  specie  on  demand,  have  been  included  under  these 
terms  as  well  as  coin,  hecunse,  by  law  and  custom  the  acceptance 
of  t[»e  notes  of  a  solvent  bank,  no  less  than  the  acceptance  of 
coin,  liqnidates  debts  and  closes  transactions ;  while  bills  of 
exchange,  bank  credits,  cheques,  and  other  instruments  by  which 
the  use  of  money  is  economised,  have  not  been  included  under 
the  terms  money  and  Currency,  because  the  aeceiitance  of  such 
instruments  does  not  liquidate  debts  and  Mnally  close  transactions" 
Again  he  says>  in  reply  to  some  perfectly  just  observations  of 
Mr.  Fullarton^"  It  is  an  obvious  depmrture  from  ordinary  lan- 
guage to  say  that  whether  a  purehfu^e  is  effected  by  a  payment  in 
bank  notes,  or  by  a  bill  of  exchange,  the  result  is  the  same. 
According  to  the  me^iui ng  of  the  term,  Money  and  Credit,  as 
established  by  the  universal  usjige  of  the  market^  a  purchase 
'effected  by  a  payment  iu  bank  notes  is  a  ready  money  purchase, 
while  a  transaction  negotiated  by  the  payment  of  a  bill  of  ex- 
change is  a  purchase  ujwn  credit.  In  the  former  case  the  trana- 
action  is  concluded,  and  tfie  vendor  has  no  further  claim  upon 
the  purchaser ;  in  the  latter  case  the  transaction  is  not  concluded, 
and  the  vendor  continues  to  have  a  claim  upon  the  purchaser 
until  a  further  payment  has  been  made  in  satisfaction  of  the  bill 
of  exchange.  A  bank  note  liquidates  a  debt,  a  bill  of  exchange 
records  the  existence  of  a  debt,  and  promises  liquidation  a  fatiu-e 
day.  Mr.  Fullarton  not  only  inverts  language,  but  mis-states 
facta,  when  he  says  that  the  transactions  of  which  bank  notes 
have  been  the  instruments  must  remain  incomplete  until  the 
notes  shall  be  returned  upon  the  issuing  bank,  or  discharged  in 
cash.  A  bank  note  for  £100  may  pass  from  purchasers  to 
vendors  many  times  a  day,  finally  closing  on  the  instant, 
each  successive  transaction.  A  bill  of  exchange  may  also  pass 
from  purchasers  to  vendors  many  times  a  day,  but  no  one  of  the 
BQCOOfisive  iraasactions  of  which  it  is  tlie  medium  can  be  finally 

•  n#  iViiic^  ami  PncHcal  Operation  of  Sir  Robert  F^eV*  Act  qf  IB44, 
explained  and  d^endtd^  p.  79, 
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dooed  nniil  the  last  recipieut  haa  i%ceived  tn  emn  or  m  bank 
fwias  ihg  amount  it  represenU 

"  Now  it  is  the  necessity  of  uhimate  re-payment  which  con- 
fititntes  the  main  paitit  of  ilistinction,  which  marks  tlie  V»oumhiry 
l)etween  forma  of  credit  and  moDey.  It  is  a  necessity  which 
npplics  to  bills  of  exchange  and  cheques,  but  which  does  not 
apply  to  bank  nut/cs ;  and,  therefore,  upon  Mr.  FuUarton's  own 
ehevvinj^,  upon  his  own  definitiona  and  his  own  conditions,  as 
to  what  constitutes  money,  bank  notes  come  under  the  head  of 
money :  while  hilts  of  exchange  and  bankers'  cheque^j  and  sitch 
other  infitnmients  as  require  ultimate  payments,  transfere,  and 
eettlenicnts,  do  not  come  nnder  the  phrase  money.  .  .  . 
Upon  Mr.  Fullarton's  own  shewing  money  consists  of  those  in- 
striimenta  only  by  which  debts  are  discharj^^,  balances  adjusted, 
and  transactions  finally  closed  :  and,  therefore,  Mr.  Fullarton, 
urilitss  he  fihoukl  choose  to  continue  to  contradict  himself,  most 
admit  tlmt  bank  noten  are»  and  that  bills  of  exchange,  cash  credits^ 
and  cheques  are  not,  money  " 

14.  We  have  now  cited  at  length  the  doctrines  npon  which 
the  Bank  Charter  Act  of  1844  is  based,  and  we  have  now  to 
examine  the  necessary  logical  consequcncea  to  which  these 
doctrincM  lead 

^Ir.  Norman  said  that  money »  or  Currency,  should  pcaseas 
fixed  value,  and  Ik?  a  perfect  numerator.  Bat  how  can  money,  or 
Any  thing,  jmssess  fixed  value,  when  its  value  is  changing  from 
hour  to  hour  ?— An  instrument  of  credit  may  preserve  an  equality 
of  value  with  respect  to  money,  but  not  with  re»|ject  to  anything 
else^  unless  it  is  expressed  to  l)e  payable  in  it.  He  said  tiiat  ho 
meant  by  a  numerator  that  which  njetumred  the  valne  of  other 
commodities  with  the  greatest  facility.  Why  does  a  promise  to 
pay  £&0  measure  the  valne  of  thingK  with  less  facility  than  £60 
fteclf? 

It  is  not  a  little  amusing  to  find  the  celebrated  phrase  of  the 
Roman  Catholic  Church* — Quod  rtniper^  quod  uliquef  quod  ab 
oninihm^  starting  up  and  meeting  us  iu  a  digcnsition  on  Curn^ncy* 
In  Lord  Overstone^s  opinion,  money  and  Currency  are  identicily 
and  iucludc  the  coined  metallic  money,  and  the  paper  notes  pro* 
mising  t<i  pay  tlic  bearer  coin  on  demand ;  and,  he  Bays,  that 
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tlie  cbaracfceristic  of  their  being  money  is,  that  tbey  are  reccivi'd 
equally  at  '*  all  fime^,  httw&tn  all  person s^  and  m  all  places." 
For  the  sake  of  shortness,  let  us  desigriate  this  phrase  by  3A, 
from  the  three  alls  in  it.  He  excludes  Bills  of  Exchange  from 
the  designation  of  Carrency,  because  **  they  do  not  possess  that 
power  of  uuiveiTsal  exchanfrcabihty  which  hitlouga  to  the  money 
of  the  country."  This  definition  is  fatal  to  Lord  Overstone's 
own  view.  In  fact,  if  it  be  true,  there  is  no  such  thiu^  aa  money 
or  Carrency  at  all.  In  the  first  place,  it  at  once  excludes  the 
whole  of  hank  notes.  The  notes  of  a  hank  in  the  remote  district 
of  Cumberland  would  not  \k*  current  in  Cornwall ;  fherf/oro  they 
aitj  not  SA  ;  t/wre/ore  tbey  aitJ  not  Currency.  Again,  t!ic  notes 
of  a  bank  in  Coruw^nll  would  not  be  current  in  CundxTlaud; 
theiefon  they  are  not  Currency,  Similarly,  there  are  no  country 
bank  notes  which  have  a  general  Currency  throughout  England  ; 
therefore  no  country  bunk  notes  are  3 A  j  tkerrfore  no  cunutry 
bank  notes  are  Currency.  Till  withiu  the  lust  firty  years  or  so, 
Bank  of  Enj^land  notes  had  scarcely  any  Currency  beyond  London 
and  Lancashire  ;  in  couutry  districts  a  preference  was  universally 
given  to  local  notes  ;  tfmefore  Bank  of  England  ui»tcs  were  not 
3A;  they  had  not  a  power  of  "universal  excliaugeability'' ;  there- 
fore  they  were  not  Ciirrency.  Bank  of  Ent^Iand  notes  would, 
even  now,  not  pass  throurrhoot  the  greater  part  of  Scotland.  If, 
therefore,  the  test  of  3A  and  "  universal  exchangeability"  bo 
a[»plied,  the  claims  of  all  bank  notes  to  be  considered  as  Currency 
arc  annihilated  at  once.  The  acceptance  of  a  Baring  or  a 
Rothschild  would  be  received  in  payment  of  a  debt  by  a  far 
larger  circle  of  persons  than  the  notes  of  an  obscure  and  remote 
country  bauk 

But  the  universality  of  Lord  Overstonc's  assertion  is  fatal  to 
his  argument  in  other  ways,  On  the  Continent,  stiver  is  the 
legal  standard  of  value  ;  in  Ent^dand,  silver,  like  copper,  is  merely 
coined  into  small  tokens,  called  shillings,  itc,  which  arc  made  to 
pass  current  above  their  natural  value,  and  are  only  legal  tender 
for  a  very  trifling  amount,  hence  it  cannot  be  used  in  the  adjust- 
ment of  all  transactions  r  therefore  it  is  not  3A  \  therefore  it  is 
not  Currency.  There  are  other  countries  where  gold  is  not  n  legal 
tender,  therefore  it  fails  to  satisfy  Lord  Overstonc's  test,  therefore 
it  is  not  Oarrency,    If,  then,  the  test  proposed  by  Lord  Overstouo 
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be  ooosidered  as  correct,  it  is  easy  to  see  that  there  is  ao  anbatauce 
or  material  whatever  that  wit]  not  fait  ander  it ;  and,  therefore, 
there  is  no  such  thing  as  Cunainj 

The  fact  is,  that  the  only  difference  between  a  Bill  of  Exchange 
and  a  Bank  Note  is^  that  the  former  ie  a  promise  of  a  deferred 
payment,  and  the  latter  that  of  an  immediate  one,  and  there  is 
leas  risk  in  taking  the  latter  than  the  former.  From  these  cir- 
comstanceSy  a  Bank  Note  possesses  a  greater  deijrte  of  circnlating 
power  than  a  Bill  of  Exchange.  But,  in  the  Midland  C^onniies 
of  England,  it  nsed  to  he  quite  common  for  the  hanks  to  iseuo 
the  hills  of  exchange  thej  had  discounted  with  their  own 
indorsement  upon  them.  In  which  respect  thej  were  in  every 
way  equivalent  to  Bank  Notes ;  moreover,  there  is  not  the  samo 
inducement  to  pat  a  hill  into  circulation  as  a  Bank  Note,  because 
the  former  jucreases  in  value  as  the  day  of  payment  approadiw^ 
and  it  is  nnprofi table  to  keep  a  note  idle.  Bat  it  is  to  the  last 
d^ree  nuphiloeophic&l  to  maintain  that  these  two  obligations  are 
of  different  nahtna,  because  they  are  adapted  to  circulate  in 
different  degrees 

15,  Every  commercial  lawyer  wonld  at  once  peroeive  tha 
fundamental  fallacy  of  the  reasons  why  Colonel  Torrens  and 
othei^  maintain  that  Bank  Notes  are  Currency,  and  that  Cheques 
and  Bills  of  Exchange  are  not.  They  suppose  that  hank  notes 
pass  without  indorsement,  and  that  bills  of  exchange  do  not, 
Even  if  that  were  true,  it  would  not  he  any  valid  ground  for  the 
distinction,  because  such  a  thing  would  in  no  way  affect  the 
nature  of  the  inBtruraent.  It  is  wholly  untme  to  suppose  that 
bank  notes  and  money  are  the  only  things  which  close  trans- 
actions. By  the  table  given  above*  it  is  seen  that  upwards  of  95 
per  cent,  of  commercial  payments  and  reoeipts  were  made  bj 
Mcg8rs.  Morrison  and  Co.  in  instruments  of  credit,  other  than 
bank  notes 

But  it  is  a  very  great  mistake  to  say  that  bank  notes  pies 
without  indorsement  and  bills  of  exchange  do  not.  At  the  time 
the  Bank  of  England  was  founded,  it  was  sup|>oEed  i  '  *'  ual 
for  any  such  things  as  promissory  notes  to  i^ass  by  lU 

The  Q^gotiubility  of  Uuik  notes  had  to  be  provided  for  by  ihe  Act 
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It  was  enacted,  that  all  the  Bunk's  bills  obligatory  and  of  credif, 
made  or  givcti  to  any  person,  might,  hij  indorsement  of  such  person, 
be  freely  assigned  to  any  pei"sott  who  shotild  voluntarily  accept 
them,  and  so  by  such  assignees  htm  quolm  by  indorsement 
thereon,  aud  all  such  aaaiguees  might  sae  thereon  in  their  own 
names 

The  assignment  of  the  Goldsmiths'  notes,  or  the  private 
bankers*  notes,  was  lield  to  be  illegal  much  later  than  this.  In 
1703  it  was  decided  that  no  promissory  not(*s  were  assignable  or 
itidorsablc  over  within  the  custom  of  merchants.  In  1704  thu 
Act  was  passed  which  allowed  promissory  notes  to  be  assigned  by 
hidorsement  like  Bills  of  Exchange.  It  is  tnie  that  the  cmtmn 
of  indorsing  B«uk  of  England  Notes,  and,  it  is  probable  country 
bank  notes  too,  soon  fell  into  disuse,  but  that  makes  no  dii'erence 
in  the  law  of  the  subject 

It  is  also  an  error  to  suppose  that  Bills  of  Exchange  require 
an  indorsement  at  each  transfer  A  Bill  of  Exclmnge  may  be 
made  payable  to  bearer,  and  then  it  recpiires  no  indorsement  at 
all.  Bilk,  however,  are  generally  drawn  payable  to  order,  and 
then  they  require  that  the  payee  should  iudoi-se  them ;  but  he 
may  do  that  without  making  himself  liable  on  them,  as  is  done  in 
many  cases.  After  the  first  indorsement  in  blank,  tiie  Bill  is  pay- 
able to  U'urcr,  and  may  be  pasanl  by  more  delhery,  in  all  re-spects 
like  a  Bank  Note.  "  I  see  no  diffemnce,'^  said  Lord  Mansfield, 
"  between  a  note  indorsed  in  blank,  and  one  payable  to  beai*er." 
"And,"  says  Mr.  Justice  B)ie~=»,*  "a  transfer  by  mere  delivery, 
without  indorsement,  of  a  Bill  of  Exchange,  or  Promissory  Note, 
made  or  become  payable  to  bearer,  does  not  render  the  transferor 
liable  on  the  instrument  to  the  transferee 

**  Aud  it  is  conceived  to  be  the  general  mle  of  the  English  law, 
and  the  fair  result  of  the  English  authorities,  that  the  transferor 
18  not  even  liable  to  refimd  the  consideration,  if  the  bill  or  note 
BO  transferred  by  delivery,  without  indorsement,  turns  out  to  be 
of  no  value  by  reason  of  the  failure  of  the  other  parties  to  it.  For 
the  sending  to  market  of  a  bill  or  note  payable  to  bearer  without 
indorsing  it,  h prima  facie  a  sale  of  the  bill.  And  there  is  no 
implied  guarantee  for  the  solvency  of  the  maker,  or  of  any  other 
party 

*  A  Tftatite  on  tAe  Lawt  o/ BHU  qf  JSacckan^et  ei<:.,  8t&  Edil.,^,  H6L 
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'*If  a  bill,  or  note,  made  or  becauie  payable  to  bearer,  be 
delivered  without  indorsement,  not  in  payment  of  a  pre-CJtisting 
debt,  bat  by  way  of  exchange  for  goods,  for  other  bills  or  noU'3, 
or  for  money  transferred  to  the  party  delivering  the  bill  at  the 
same  time,  such  a  transaction  has  been  repeatedly  held  to  be  a 
sate  of  the  bill  by  the  party  transferring  it,  and  a  purchase  of 
the  instrument,  with  all  risks,  by  the  transferee.  '  It  is  extremely 
clear^  said  Lord  Kenyou,  *  that  if  the  bolder  of  a  bill  sent  it  to 
market  without  indorsing  his  name  ui>oq  it,  neither  moi*ality,  nor 
the  law  of  thii*  country,  will  eomi>el  hira  to  refund  the  money  for 
which  he  sold  it,  if  he  did  not  know  at  the  time  that  it  was  not  a 
good  bill.*  So,  when  A  gave  a  bankrupt,  before  bis  liankmptcy, 
cash  for  a  bill,  but  refused  to  allow  the  bankrupt  to  indorHe  it, 
thinking  it  iK-tter  without  his  name, and  nfterwardg,  on  dishonour 
of  the  bill,  proved  the  amount  under  the  commission,  the  Lord 
Chancellor  ordered  the  debt  to  be  expnnged,  oliserving  that  thia 
was  a  uale  of  the  bill  So,  if  a  party  discounts  bills  with  a  banker, 
and  receives,  in  pjirt  of  the  discount,  other  bills,  but  not  indortsed 
by  the  banker,  which  bills  turn  out  to  be  bad,  the  banker  is  nut 
liable.  'Having  taken  them  without  indorsement,'  says  Lord 
Konyon,  *  he  has  taken  the  risk  on  himself.  The  bankers  were 
the  holders  of  the  bills,  and,  by  not  indorsing  them,  have  refuised 
to  pledi^e  their  credit  to  their  validity ;  and  the  trunsfei'ee  must 
be  taken  to  have  received  them  on  their  own  credit  only/  So 
where,  in  the  morning,  A  sold  B  a  quantity  of  corn,  and,  at  thn^e 
o'clock  in  the  aftenioon  of  the  same  day,  B  delivered  to  A,  in  pay- 
ment, certain  promissory  notes  of  the  Bank  of  C,  which  had  then 
stopped  puymeut,  but  which  circumsUince  was  not  at  the  time 
known  to  either  party,  Bayley,  J.,  said—*  If  tlie  notes  had  been 
given  to  A  at  the  time  when  the  corn  was  sold,  he  could  have  no 
remedy  upon  them  against  B.  A  might  have  insisted  on  payment 
in  money,  but,  if  he  consented  to  receive  the  notes  as  money,  th^y 
would  have  been  taken  by  him  at  his  ixsril/  Such  seems  the 
general  rule  governing  the  transfer  by  delivery,  not  only  of 
ordinary  Bills  of  Exchange  and  Promissory  Notes^  but  also  of 
Bank  Notes,  Nor  is  there  any  hardship  in  such  a  rule,  for  Uie 
rt^medy  against  the  transferor  may  always  be  preserved  by  indorse- 
ment, or  by  special  contract" 

While  It  has  always  been  acknowledged  that  the  delivery  of  a 
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bill  without  inclorsemcnb,  in  exchange  for  a  valuable  coQsiileration, 
hn.  sale  of  it,  it  baa  frequently  been  snid  tbat,  if  the  bill  \}e  in- 
dorecd,  it  18  only  a  loan,  Wc  have  pointed  unt  tlie  nnibiguity  of 
the  word  loan  already.  It  is  often  said  that  a  banker  hnda  hia 
customer  money  on  the  security  of  bills.  But  this  is  an  iuaccurnte 
mode  of  gtatement.  What  the  banker  does  is  to  buy  a  debt  due 
to  liis  customer,  and,  when  he  indorses  the  Viill,  his  customer  gives 
him  a  limited  warranty  of  its  soundness.  If  the  banker  lent  his 
citstomer  the  money,  it  would  be  his  duty  to  repay  it.  But  that 
is  not  so.  It  is  the  acceptor's  business  to  pay  tlie  bill,  and,  if  he 
does  not  do  so,  the  banker  may,  by  giving  his  customer  immediiito 
notice,  and  making  a  demand,  make  bis  custMmer  take  buck  the 
bill,  and  repay  the  money.  But  if  the  banker  fail  in  giving 
immediate  notice,  his  remedy  against  his  customer  is  gone 

16.  But  the  Law  of  OonUnuiUj  shews  the  fallacy  of  the 
doctrine  that  Bank  Notes  payal.)le  to  bearer  on  demand  alone  are 
Currency.  Lord  Ovcrstooe  rigorously  restricts  the  term  to  sueli 
notes.  But  would  not  notes  payable  one  minute  afltr  demand  bo 
CoiTency  ?  or  one  hour  ?  or  two,  or  three,  or  four  hours  ?  Woultl 
not  notes  payable  one  day  after  demand  be  Currency  ?  or  two  or 
three  days?  Lord  Ovei-stooe  denied  that  Bank  i>ost  bills  which 
are  issued  payable  seven  days  after  si^ht,  are  Currency.  Accord* 
fug  to  this  doctrine,  if  a  man  deiw.sits  money  in  the  Bank  and 
recei?eB  in  exchange  for  it  a  bank  note  payable  on  demand — thnt 
is  Currency;  but  if  he  asks,  for  his  own  convenience,  for  a  noto 
payable  seven  days  afler  sij^ht — that  is  not  Currency  !  But  the 
note  becomes  payable  ou  demand  on  the  seventh  day  after  sight, 
and  then,  by  his  own  detioition,  it  is  Currency.  What  was  it 
before?  It  used  formerly  to  be  the  custom  for  banks  in  the 
country  to  issue  notes  payable  20  days  after  demand.  These 
notes  circulated  and  produced  all  the  elTects  of  money.  What 
were  they,  if  they  were  not  Currency  ?  Cheques  are  payable  f>n 
demand.  How  are  they  not  Currency  as  much  as  notes  ?  TIuw 
are  Bills  of  Exchange  not  Currency  on  the  day  they  become  pay- 
able? And,  if  they  are  so  then,  what  were  they  before?  It  is 
quite  plain  that  there  cun  Ix^  but  one  answer.  They  are  all 
species  of  Currency,  though  differing  in  degree,  and  the  distinc- 
tion between  them  in  ontenable 
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Nay,  accordiug  to  this  doctrine  a  Bank  Note  itself  is  only 
Currency  during  about  six  hours  out  of  the  twenty-four :  because 
it  is  only  payable  Ofi  demand  during  banking  hours,  say  from 
0  a.m.  to  3  p«ni.  As  soon  as  the  clock  strikes  three  the  Note  is 
not  payable  till  next  day  ;  and,  consequently,  it  is  not  Currency, 
aod  has  ceased  to  nffcct  the  foreign  exchanges.  Therefore,  at  5 
roinutes  before  three  it  is  Currency,  and  6  raiuntes  after  three  it 
is  not  Currency.  So  at  5  minutes  before  nine  a.m.  it  is  not 
Currency,  at  6  minutes  after  nine  it  is  Currency*  We  must  leave 
our  readers  to  judge  whether  sach  doctrines  are  sound  philosophy 

Not  only  are  C«*loneI  ToiTuns's  statements  of  law  perfectly 
loaccuratey  but  also  his  statenients  of  fact  and  the  routine  of 
business.  Ho  asserts  that  Bills  of  Exchange  are  not  Curreucy 
because  they  are  intended  to  be,  and  are,  ultimately  liquidated  in 
coin  or  bank  notes.  Such  a  statement  as  this  shews  the  most  pro- 
fonud  ignorance  of  the  ordinary  routine  business  of  banking;  for 
comi>aratively  very  few  bills  are  ever  paid  by  means  of  coin  or 
bank  notes  ;  in  modern  times  they  are  almost  universally  paid  by 
means  of  Bank  Credits :  and,  consequently,  by  Colonel  Torrens^s 
own  definition,  these  Bank  Credits  must  be  money 

17.  But  we  must  point  out  the  further  conclusions  which  the 
doctrines  set  forth  by  these  witnesses  lead  to,  which  may  some- 
what surprise  their  advocates 

They  say  that  the  fundamental  essence  of  Curreucy  or  Money 
is  that  it  •*  closes  a  debt '' 

Now  to  this  we  shall  reply  as  was  the  fashion  in  the  glorious 
old  days  of  6i>ecia!  pleading — (1)  there  is  no  debt  to  close ;  and 
(2)  it  does  not  close  the  debt 

1,  When  money  is  exchanged  for  goods  no  debt  arises :  and  if 
it  1)6  said  that  the  money  closes  the  debt  which  would  have  arisea 
on  the  sale  of  the  goods,  it  is  perfectly  obvious  that  it  may  equally 
be  said  that  the  goods  close  the  debt  which  would  have  arisen  on 
the  sale  of  tlie  money.  It  is  simply  an  exchange  ;  and  the  goodg 
and  the  money  cloae  the  debt  equally  on  each  side.  Therefore^ 
if  it  \>e  the  easenoe  of  CuiTeucy  to  '*  close  dcbt>**  the  goods  are 
Curreucy  for  precisely  the  same  reason  that  the  money  ta 

It  La  quite  common  iu  the  City  to  disclHiige  a  debt  by  stook 
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now  h)  this  the  debt  is  closed,  and,  consequently,  according  to 
this  doctrine,  the  Stock  is  Onrreocy  or  Money 

So  in  inniimerable  cases  it  ia  the  custom  to  drscharge  a  debt 
by  a  payment  of  goods.  A  baker  or  a  tea  merchant  becomes  in- 
debted to  a  wine  inerchantj  and  for  the  sake  of  convenience  he 
may  take  payment  in  bread  or  tea.  If  he  does  so,  then  the  debt 
ifl  closed  ;  and  by  this  doctrine  the  bread  or  the  tea  are  Currency 
or  Money 

So  in  all  cases  of  Barter  or  ExcJiange  of  goods,  the  goods  on 
each  side  discharge  or  close  the  debt  which  wonid  have  arisen 
without  the  exchange ;  conseqiiently,  the  goods  exchanged  on 
either  side  are  equally  CiUTency  or  Money 

Furtlierinore,  let  us  test  the  dixjtrine  by  cases  I'egarding  other 
paper  documents 

A  merchant^  suppose,  puts  liis  acceptance  into  circulation: 
another  person  happens  to  be  indebted  to  hina  in  an  equal  aiiioimt, 
and  chances  to  come  jK)a<^ssed  of  his  acceptance^  The  raerelumt 
asks  for  payment  of  his  debt,  and  the  debtor  bands  over  to  the 
merchant  his  own  acceptance.  By  this  means  the  debt  is  closed  ; 
and  according  to  this  doctrine  the  inerchant'fi  acceptauoe  is 
Currency  or  Money 

So  a  banker,  say,  issues  notes,  and  discounts  a  merchant's 
acceptance.  When  the  acceptance  falls  due,  the  merchant  collects 
an  equal  amount  of  the  banker*3  notes.  Each  is  then  equally 
indebted  to  the  other;  and  in  payment  of  their  reciprocJil  claims, 
the  merchant  hands  the  notes  to  the  banker,  and  the  banker 
bands  the  acceptance  to  the  mei^hanfc.  By  this  means  the  debts 
are  mutually  closed,  and  if  the  Notes  are  Cnn^ency  because  they 
have  closed  the  debt,  is  it  not  manifest  tliat  the  acceptance  is 
equally  Currency,  because  it  has  performed  exactly  the  same 
function  ? 

So  if  two  merchants  issue  their  acceptances  for  the  same 
amount,  and  they  get  into  each  other's  hands,  each  will  offer 
to  the  other  his  own  acceptance  in  payment  of  the  debt  by  him. 
By  these  means  the  debts  are  mutually  closed.  And  consequently 
each  acceptance  is  Currency  or  Money 

Thus  we  sec  that  the  dogmas  of  these  writers  are  transfixed  by 
darts  drawn  from  their  own  quiver  I 

The  same  doctrine  may  be  cJLteuded  to  other  cases*    Suppose 
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a  man  buys  a  ticket  from  a  Railway  Company,  the  Company  la 
then  indebted  to  him.  Bnt  when  they  have  carried  him  to  his 
journey's  end,  the  debt  is  closed.  Therefore,  according  to  thia 
doctrine,  the  carriage  of  the  passenger  is  CiuTency  or  Money 

So  if  a  pei'son  hoys  an  ojiera  ticket,  the  manager  of  the  theatre 
is  indebted  to  him.  Bnt  when  he  has  witnessed  the  play,  the  debt 
is  closed ;  consequently  the  performance  of  the  play  in  Currency 
or  Money 

So  if  a  i)erson  buys  Postage  Stamps,  the  Post  Office  is  indebted 
to  him  :  bnt  when  he  has  sent  his  letters  by  post,  the  debt  is 
closed.  Tlierefore  the  carriage  of  tlic  letters  is  Currency  or 
Money.  And  so  on,  the  Bame  principle  may  be  applied  to  many 
other  cases 

2.  In  the  next  place,  wc  affirm  that  a  payment  in  Money 
does  nol  close  the  debt,  because  all  Economists  have  shewn  that 
the  transaction  is  nol  closed  until  some  product  or  satisfaction  huA 
bteu  obtained  in  exchange  for  the  oue  originally  given.  Tho 
earliest  Economists  pointed  out  that  in  a  sale  for  money  the 
exchange  is  not  consummated 

A  baker^  we  will  say,  wants  shoes :  he  aells  his  bread  for 
money  ;  but  cam  he  wear  his  money  as  shoes*  Certainly  not ;  be 
must  exchange  away  his  money  for  shoes.  Consequently,  the 
Physiocratea  held  that  the  exchange  was  not  consummated,  or 
completed,  until  the  baker  had  got  his  shoes.  And  J.  B.  Say 
called  a  sale  a  demi-exchange 

And  it  16  precisely  for  this  reason  that  all  Economists  from 
Artlstotle  downwards,  have  f^erceived  and  declah.'d  that  money 
itself  is  only  a  species  of  Credit,  or  general  Bill  t>f  Exchange,  m 
we  have  shewn  by  a  whole  catena  of  writers.  Ilence,  money  and 
bilJfi  of  exchange  are  fundametitally  analogous ;  they  are  each  of 
them  merely  the  evidence  of  a  debt  due  to  their  possessor  ;  and 
the  payment  of  a  bill  of  exchange  in  money  is  only  tlte  exchange 
of  ft  particular  and  precarious  instrument  of  Credit  for  a  general 
and  permanent  one.  Bnt,  as  Econumisljs,  we  have  nothing  to 
do  with  satisfaction  and  enjoyment ;  we  have  only  to  do  with 
§^hange$s  and  the  exchange  of  goods  for  a  bill  or  note  is  one 
exchange ;  the  exchange  of  a  bill  or  note  for  money  is  another 
ttdmuge  ;  and  the  exchange  of  money  for  goods  ia  anotlier 
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exchange ;  they  are  all  cf|iiallj  exchanges,  and  therefore  Economic 
phenomena 

18.  We  arc  happy  to  say  that  on  this  subject  M.  Michel 
Chevulicr  is  entiicly  of  the  same  opinion  as  ourselves.  After 
showing*  the  niitenuble  nature  of  the  distinction  set  np  between 
Bank  Notes  ami  Bills  of  ExcIjjiu^'C,  he  suvs — **  The  Enj,dish 
lungnsif^'e  has  a  generic  word  \vhich  couipreliends  money,  bank 
notes,  paper  money,  or  assignats  not  con\ertiblc  into  specie,  and 
every  other  kiud  of  security  which  can  be  put  into  circulation, 
and  is  accepted  more  or  less  generally  among  men :  and  that  is 
the  word  Currency.  Our  language  lias  no  precise  equivalent : 
ueverthelesi?,  the  word  NumerairB  may  be  taken  in  the  same 
sense,  and  I  shall  employ  it  for  the  fntm-e  in  tin's  work."  And 
the  same  distinguislied  writer  has  given  bis  formal  adhesion  to 
the  fundamental  nature  of  a  Currency  set  forth  in  this  workf 

But,  while  we  contend  that  Lord  Overstone^s  critenon  of  a 
Corrency  is  fatal  to  liis  own  view,  we  are  quite  willing  to  accept 
it.  For  what  is  it  that  exists  in  all  places,  in  all  times,  and  among 
almost  all  persons  ?  Debt,  or  Services  due.  And  what  is 
it  that  is  unirei-sally  required  to  measure,  record,  and  transfer 
them.  So^ne  maleriaL  But  we  see  that  all  Currencies  arc  more 
or  less  local,  none  are  universal.  The  idea,  or  the  want  alone,  is 
universal.  The  notes  of  a  country  banker,  only  circulating  in  hia 
own  neighbourhood,  tixa  like  a  country  ji>^?/<?i>,  each  district  has  its 
own,  A  national  Currency  rises  to  the  dignity  of  a  language. 
Bat  even  that  is  only  local,  on  a  hirger  scale.  The  ideas  only 
expressed  in  the  language  are  nnivei*sal.  We  are,  tlierefore, 
strengthened  in  our  conviction,  that  tlie  only  true  idea  of  a 
Currency  is  that  it  is  the  Ilepresititativc  of  Traufferable  Debt,  and 
th^t  whatever  repmenU  Tran»ferable  Debt  is  Currency 

•Xfl  JIORnaw,  I  S,  ch,  5.  ^jQurnal  des  EcmoniUUt^  Angtui^  1863. 
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CHAPTER  XVr 

ON  THE  ORGANISATION  OF  THE  BANK  OF 
ENGLAND ; 

AND  ON  THE  BANK  CHARTER  ACT  OF  1«44 


1.  We  are  now,  at  IcDgth,  in  u  positioa  to  take  a  compre- 
Kensire  survey  of  the  organisation  of  the  Bank  of  En*;lan(l,  and 
of  the  Bank  Act  of  1844.  Of  hII  the  Acts  in  the  Statute  Book 
there  is  none  which  comes  !iome  to  every  man,  which  so  nearly 
effects  every  man's  interest,  as  this  Act.  Few  persons  are  aware  of 
its  extremely  complicated  nature.  Wc  hear,  sometimes,  of  the  prin* 
cipk  of  the  Act  of  1844,  as  if  ttiere  were  but  one  principle  inroked 
it  I  or  as  if  the  ohjeei  of  it  were  the  same  thing  iis  iho  jirwctpiif : 
the  object  it  aims  at,  the  same  thiiJ*(  as  the  theory  it  adopts  to 
obtain  that  ol»ject.  Whereas,  in  trnth,  tt  is  fuunded  upon  a 
miiUipheity  of  theories — it  is  a  combination  of  several  theories 
of  Currency,  and,  moreover,  devises  a  particular  machinery  for 
carrying  them  onfc.  When,  thcrt^fore,  we  consider  its  very  com- 
plicated nature,  we  see  what  a  boimdless  field  of  controversy  it 
may  give  rise  to ;  for  each  of  the  sevend  theories  it  embodien 
may  be  partially  or  totally  erroneous  ;  and  even  if  they  be  correct, 
the  machinery  devised  for  enforcing  them  may  be  imperfect,  or 
erroneous,  and  insufficient  for  its  purpose.  Wc  think,  however, 
that  we  ai-e  now  in  a  position  to  examine  the  theories  upon  which 
it  is  fonudcd — ^to  test  them  by  the  fundamental  principles  of 
monetary  Bciencc  eBtablished  in  the  pR^cediug  chaptersj  and  to 
point  out  those  principles— if  any— which  it  violates 

In  the  first  chapter  we  obtained  the  great  fundamental  con- 
oeption,  which  is  the  basis  of  monetary  science,  that  money  is  the 
representative  of  debt,  or  services  due — That  where  there 
is  no  Debt,  there  can  be  no  Money.    In  the  pre- 
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ceding  chapter  we  found  that  the  funilamental  error  of  Law's 
Theory  of  Paper  Mouey  is,  that  it  creates  Currency  where  there 
is  no  Debt  for  it  to  represent.  Tlic  couscqucncc  of  which  is, 
that  an  additional  quantity  of  material  is  pourt^d  into  the  cliaunel 
of  circulation,  as  it  is  called  ;  that  is,  a  greater  quantity  of 
material  is  reqaired  to  do  exactly  the  saine  duty  as  a  smaller 
quantity  did  before  ;  the  consequence  of  which  is  a  depreciation 
of  the  whole,  which  may  proceed  to  any  length  ;  and  wc  have 
given  several  examples  of  the  practical  results  of  thia  phnsihlo 
and  wide^spread  but  delusive  theory 

We  ranat  now  examine  the  organisation  of  the  Bank  of 
England,  and  we  shall  find  that  it»  too,  ih  bused  upmi  Lawiam 

Bat  furthermore,  we  have  said  that  the  Bank  Act  of  1844  is 
based  on  a  peculiar  definition  of  the  word  Currency  ;  and  is 
expressly  devised  for  the  purpose  of  carryi^ig  into  effect  a  peculiar 
Theory  of  Currency.  In  the  last  chapter  we  have  examined  the 
meaniug  of  the  word  Currency,  and  shown  tlie  entirely  erro- 
neons  doctrines  of  those  writers  from  whom  the  scheme  emanated 
which  was  embodied  in  that  Act.  We  have  now  to  examine  the 
Theory  upon  which  it  is  founded  ;  aud  to  see  how  far  it  really 
carries  out  the  Theory  it  is  intended  to  do ;  and  the  consequences 
it  baa  produced 


2,  The  Bank  was  a  corporation  who  advanced  £1,200,000 
in  cash  to  Governnient.  In  exchange  fur  this  they  received  an 
equal  amount  of  Government  stock,  with  interest  at  8  per  cent., 
or  an  annuity  of  £100,000  a  year 

Now,  when  they  had  received  this  annuity,  they  had  already 
received  an  equivalent  for  their  cash.  But,i>r  mfdilioti  to  that  they 
were  allowed  to  creafe  an  flraount  of  notes  equal  to  their  capital 
to  trade  with,  and  it  was  supjiosed  that  the  unimity  of  £100,000 
in  cash  was  sufficient  to  support  the  credit  of  these  notes 

Now,  we  at  once  perceive  the  essential  distinction  between  the 
Banks  of  Venice,  Amsterdam,  aud  Hamburg,  and  the  Bank  of 
England.  The  former  hanks  were  examples  of  the  Currency 
Principl6.  The  bnllion  paid  into  them  was  kept,  or  was  professed 
to  be  kept,  in  their  vaults,  aud,  as  long  ns  it  was  so,  the  credit 
created  by  them  was  exactly  equal  to  the  bullion  paid  in.  Their 
function  was  solely  to  exchange  Credit  for  Bullion  and  Bullion 
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3.    Nov,  can  anj  one  fiul  to  an  tiMt  this  proooedtDg  auff" 
['mentid  tKe  Onrrmcr  by  tbe  amooot  of  £1^200,000,  and  that  the 
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Th^i^elbre,  ao  to  ae  tbk  veoi^  this  was  deariy  an  exaoiple  of 
Xiawism 


4.  In  16d7  tbe  Bank  was  aalboclaed  to  ioefcase  its  capital 
by  upwards  of  a  miUioo.  Of  tbis  son,  above  £800,000  was 
^Teoeired  in  Exchequer  talUee^  tben  at  a  diaoo«ml  of  50  per  cent, 
md  £200,000  in  its  own  notes,  tben  al  a  discount  of  20  [x;r  oeaL 
Doth  the  tallies  and  the  Bank  notes  were  oonnled  as  specie  at 
their  fall  Dominal  Tolae ;  and  upon  this  augmented  capital  of 
tallies  and  notes  they  were  permitted  to  €nat$  an  equal  amount 
of  new  notes  to  tmde  with  1 

Law  only  proposed  to  issue  paper  money  based  upon  the 
seenrity  of  land,  or  some  other  solid  article  of  ralue.  But  the 
Bank  of  England  was  permitted  to  create  paper  currency  hosed 
upon  tbe  secarity  of  its  own  depreciated  credit  I 

In  1709  the  Bank  was  allowed  to  double  its  oapital^  and  to 
tnaU  au  equal  amount  of  notes  to  tmde  with 

Now,  is  it  not  as  clear  as  the  snn  at  noon  day,  that  each  of 
theee  issues  of  notes  was  so  much  increaso  of  Currency,  and  an 
example  of  Lawii^m 

Now,  if  tbe  so;nf  principle  had  been  can  ied  out  to  the 
time,  is  it  not  char  that  all  the  pubUc  funds  would  hare 
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been  Bank  Btock,  and  that  the  Bank  notes  would  have  equalled 
the  amount  of  the  National  Debt,  or  alx)at  £800,000,000  ?  Some 
pcFBOos,  evon  now,  seem  to  think  that  this  is  a  good  principle. 
They  seem  to  think  that  if  tiiey  carry  Stock  to  the  Bank,  they 
have  a  ri*j;ht  to  have  it  coined  into  notes  to  any  amount.  It  is 
clear  that  this  principle  could  never  be  carried  out  to  its  full 
extent.  For,  if  it  were  true.  Government  might  go  on  creating 
public  debt  ad  itifinUumy  and  thon  the  Bank  would  create  an 
equal  amount  of  notes.  If  this  principle  be  true,  wliat  would  he 
the  086  of  going  to  California  and  Aut^traha  tor  gold  ?  Ib  not 
this  principle  more  mad  than  anything  Law  ever  wrote  ?  Law's 
issues  of  paper  were  limited  by  the  value  of  the  land,  but  this 
plan  has  positively  m  limits  whatsoever 

6.  Up  to  1711  the  issues  of  the  Bank  were  strictly  liiiiifced 
to  the  amount  of  their  capital ;  and  it  was  declared  that  if  tho 
Directors  exceeded  that  limit  they  should  be  liable  in  their  per- 
sonal capacity,  AfkTwards  they  were  released  from  this  limitation, 
and  they  were  allowed  to  issue  notes  to  any  extent  tliey  pleased, 
provided  always  that  they  wei'e  payable  in  specie  on  demand 

And  so  the  Bank  went  on  till  1797,  when  it  stuppcd  payment, 
and  committees  were  appointed  by  Parliament  to  investigate  its 
uffaire,  who  reported  it  to  bo  in  the  most  solid  and  flourishing 
condition,  and  that  they  had  a  surplus  of  assets  above  liabilities 
of  nearly  four  millions,  besides  the  Government  debt,  amounting 
to  £11,08G,800 

The  reason  of  this  was  plain.  The  not^  it  had  issued  were 
given  in  exchange  for  mercantile  securities,  and,  therefore,  the 
Bank  had  as  Becurity  for  the  payment  of  its  notes,  both  the 
commercial  bills  and  the  Govern meut  debt 

This  no  doubt  amply  secured  the  solvency  of  the  Bank  and 
the  payment  of  its  notes,  but  it  played  utter  havoc  with  tho 
Currency  Principle 

7.  The  Bank  possessed  the  power  of  unlimited  issue  till  1814. 
On  several  occasions  it  bad  been  most  recklessly  mismanaged* 

>p08als  had  been  made  to  limit  its  powers  of  issue  ;  but  such 
plan  had  been  expressly  condemned  in  the  Bullion  Report,  and 
among  numerous  other  authorities,  by  Sir  Robert  Peel  in  1819, 
VOL.  u.  z 
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in  182d»  aod  in  18S8.  In  1824  and  18t5,  Is  18S7,  md  1839  tn 
imm«nio  <mtf!aw  of  bollion  took  place,  wilhouc  the  Bank  Ukiog 
liny  mi-aMM  tri  ntnp  it.     The  coDnef]iteiioe  wos  tliat  it  wh  brcM^bt 

U'  JIm'  v  ry  VLT^«?  of  HUipjmjg  iKiymeut 

8.  We  ImvG  aoen  that  all  Banking  ormsiste  in  creating  and 
lNRfii()f(  Iti^hlj*  of  actinn,  Credit,  or  Debts,  in  exchange  for  Money, 
or  \kMn,  WIumi  the  Bunker  hud  criMited  this  Liability  in  his 
b^M.kM,  Iho  oufltouii^r  miglit,  if  he  ijleased,  have  this  Credit  in  the 
foiin  of  iho  Uuukor*R  notes.  London  bankers  continued  to  giro 
Iht^lr  \wU^  till  alx>tit  the  year  170:^,  when  they  dig^outimied  this 
|>r<ioliot\  and  iheir  ouKtinnora  could  only  transfer  their  Rights,  or 
t.^hulit,  by  uitMuiH  of  chi'qiiea.  But  it  m  perfectly  manifest  that 
iUi)  l/lubililitt*  of  the  Hank  ai^  exjictly  the  same  whether  they 
IflYO  tlvolr  own  not<»s  or  moivly  create  a  Di'iM)sit 

K»nu  nfler  the  renewal  of  the  (Jhnrter,  in  )8:j3,  certain  writer* 
nf  luHuenw  lulopttnl  Iho  Currency  principle.  They  maintained 
Iho  iKu'lrint^  Umt  Ixink  notoB,  payable  to  bearer  on  demand  only, 
tif9  (^M'h^ney— to  the  iil^oluto  oxclueiun  of  all  other  forms  of  pajKf 
Ov^Ut  '  Hud  (luU  when  Inink  notes  are  permitted  to  be  issued, 
(ht^y  \>\\^\\i  to  bf*  exactly  equal  in  quantity  to  the  Bullion  they 
dU)^U\v.  \>hloh  we  have  f hewn  elsewhere*  is  a  doctrine  invented  in 
V\\\^\ik,  M\\\  vsrt»  »he  priudple  upon  which  the  Banks  of  Venice, 
,Vm*t»*i>Um,  Uo'  hers  ^"erp  c^mstructcd.     They  main- 

Hi\\>'\  t^nt    «itt  *    ,  oy  cnmted  in  excess  of   thia  is  a 

i<>  t\invttcy 

iv-K  \sm.:  u.;iip.t.^incd  by  pereonB  of  eminence  and 
\  \  I  lie  '.ho  r:t;:>ble  mismanagement  of  the 
,'.\v\-ii  vl  S3 r  \UA vri  Peel»  w ho  now  entered 
iv  iH  f  *  o|'ttv;of.s  n)tun  Uie  Currency  qucs> 
s  ^  r'v  n\)  ih.r.  Sir  Robert  Peel  bad  only 
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doctrine  he  held  up  to  1833.     In  1844  he  had  completely  repu- 
diated the  doctrines  of  the  Bullion  Reix>rt,  Mr.  Horuer,  and  liis 
own  of  1819,  and  fonnally  adopted  those  of  Lord  Ovci-stone, 
Colonel  Torrens^  aud  others,  which  maintained  the  doctrine  of 
the  Oarrency  priiiciple :  and,  naturally  and  jiiBtifiahly  irritated 
by  the  incorri«^iWe  nuHconduct  of  the  Directors,  he  determiucd  to 
impose  a  nntti^rical  limit  on  the  issues  of  the  Bank — 
•*  Sic  voWctidit  fljUs  coramnUt  tomporn  renun ; 
Quod  fttil  in  pretio,  fit  ntiDo  deoiquo  bonore, 
Porro  aliad  imccedii,  et  e  cotikmiptiboji  ctii, 
lo^uo  diet  magia  ftppotitur,  l]i>ret(|iie  reperlufu 
L«a«Ubn!9t  ot  miro'st  mortaJel»  inter  bonore*" 

In  order  to  carry  out  this  prluctplc  the  Bank  was  divided  into 
two  departraeiits— au  Issue  deivartment  and  a  Bankiog  depart- 
meat.  The  Baok  was  to  transfer  to  the  issue  department  public 
gecurities  to  the  value  of  £14,000,000,  of  which  the  original 
Governmeut  debt  was  to  be  a  part,  and  also  bo  much  of  the  gold 
coiu  and  gold  and  silver  bullion  as  should  not  be  required  for  the 
banking  department.  The  issue  department  was  then  to  deliver 
over  to  the  banking  department  an  amount  of  notes  exactly  e(]nal 
to  the  securities,  coin,  and  bullion  so  deposited  with  them.  Tbe 
Bank  might  diminish  the  securities  as  much  as  it  pleased,  cancel- 
ling the  notes;  and  might  increase  them  again,  Imt  not  so  as  to 
exceed  the  preceding  limit.  In  consetjueucc  of  the  lapsed  issues 
of  other  banks,  the  securities  upon  which  it  may  issue  notes  are 
now  je  15,000,000 

Thus  the  araount  of  notes  issued  by  the  Bank  is  strictly 
limited  to  £15,000,000  plus  the  ainonnt  of  bullion  held  by  the 
isBuc  dcpartmeot 

9,  It  was  supposed  that  these  provisions  secured  that  the 
quantity  of  notes  in  circulation,  »>.,  iw  the  hanth  of  the  jmbltr, 
would  be  exactly  eqoal  in  amount  to  what  a  Melallic  Currency 
would  have  been,  and  that  the  outflow  of  bullion  would,  by  its 
own  natural  operation,  wittidniw  notes  in  circulation  to  an  equal 
amount.  Having  made  these  provisions,  the  framers  of  the  Act 
supposed  that  they  had  taken  out  of  the  hands  of  the  Bank  all 
power  of  mismanaging  the  currency,  aud  that  they  might  manage 
the  bankiug  department  eutirely  at  their  own  discretion 

To  aay  that  the  amount  of  Notes  should  oidy  be  equal  in 
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amount  to  wlmt  a  motallic  OurrcQcy  would  have  beflQ*  «  a  wj 
liit(«lllKiblti  propoHition,  and,  as  we  have  before  observfed,  Beniral 
ImiikN  liiwl  b'cn  conducted  on  UiRt  principle,  rach  aa  ttiotear 
Voriloo,  AinMicrdtiin  and  Ifambiir^',  M  no  Iktnk  c^ndtlthd  M 
M«#  prittri/ih*  fivtr  tfid,  or  htj  any  poffihiUUj  tauld  dSp,  htmkyi§ 
htmn$H$,  Tliomf  liatikH  were  pnre  banks  of  depodt,  Uiej  did  no 
dliNuiiint  UuAinoftH  wbntxivor ;  and  if  the  Bank  of  Eoglaiid  wtn 
tnrUUhh'w  In  dirroimt,  tlicro  ia  no  reuaon  wliy  it  sboald  noi  be 
n•*^nnl^^r^»«UtMl  on  ihin  prinuipld 

Itiil  if  ihcv  fnituc^rH  of  the  Aot  of  1844  really  beliered  fkufc 
ill  In  Airi.  cnrriod  out  this  theory  into  practice,  no  set  of  men  ever 
(HHnntiltofI  Ik  uvi»ro  iimniA^Kt  c^rror.  It  ia  qaite  evident  that  the 
AMft,0(io,MO(^  of  notoH  isauod  nffrtinst  public  debt  and  eecnritiei  are 
In  diivi>(.  v|i»lution  of  tho  *' Currency  Principle."  How  did  Uie 
llaiik  nbUiit  Ihem  sic<niritiaA?  By  purchase.  Now»the  purchase- 
nionoy  of  thrno  H(*cnritioii  \n  in  circulation,  and  the  notes  cremated 
ou  ihc^lr  nnmrity  tm  writ,  Ik  it  not  t^leur  thivt  Ibeso  1&  millioua 
«»r  utilm  »*h>  nn  nutfrnrntaiion  of  currency  to  that  amount  ?  If  it 
im  Uuo  iliHt  HicHc  10  nulliona  of  uot-cs  nre  not  u  nolation  of  tlie 
OlirhUMiy  PrlnoipK  tbtni  tbo  very  siinie  urt^umcnt  would  shew 
ibdt  (hn  wlioli^  Nutioniit  hol)t  niiirbt  be  coined  into  notes,  and 
Mu«i»  (hi«tx)  Would  III*  no  moro  pujK-r  in  circulation  than  under  a 
pititi  in«i(MH|n  ounvnoy  1 1 

It  In  i[{{\ity  rJtMir  tliut  thi»  is  pure  and  simple  La^wism ;  and, 
If  wi>  niivv  roiii  till*  inmU  into  nionoy,  we  nuiy  just  as  well  coin 
yu»  Uiid  into  monoy  t  and  then,  where  should  we  be? 

10,  <^lHuinly,  It  irt  on  excellent  plun  for  every  one  to  buy 
Mm*  huitU  w  iih  their  tuuib,  md  thou  to  be  allowed  to  have  it,  too, 
III  I  lu»  ruiiM  of  nolea.  At  all  event*,  «o  long  ae  this  ia  permitted, 
h*l  nu  iiuri  liutKh  *ii  John  I^w 

IbO  Mvon  IhU  dooH  not  »how  the  full  extent  of  tlie  error  of 
UuHH^  v^lui  think  thut  tlio  Bunk  Act  of  18U  cnforoea  the  Cnrrency 
I'llinipli'.    Tiio  bunkiuK  dojmrtment  of  the  Kmik  <l  iuesa 

llkit  HM^  othor  liunk,    Thut  i«.  it  purcbasoa  or  disno  ^  of 

4iii*hHUaM  In  tint  lirit  iuMtituco,  by  crcuting  Credit  in  lu  booka; 
Ihal  U,  It  InortMMiiM  iu  liabtlttios  in  another  form  besides  notes. 
Ihii<^u.dlL  in  lupmlly  iu  exwM  of  tho  Metallic  Currency.  Th« 
f—  ^  —  of  iiutra  ttiul  gold  being  the  ba$iR  of  the  BanVs  power  of 
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biug  credit,  of  coui'se  they  must  iise  their  own  judgmeDt  na 
to  how  far  they  inwj  safely  extend  this,  just  as  every  other  banker 
does.  But  any  one  who  examines  the  Bank's  returns  will 
perceive  that  its  liabilities  payable  on  demand  considerably  exceed 
its  notes  in  reserve  and  gold 

Therefore,  it  is  quite  clear  that  those  who  seriously  maintain 
that  the  Bank  Act  really  carries  oat  the  •*  Currency  Principle/' 
must  maintain  this  proposition — 

Twice  15  milliuns  -f  an  indefi-     } 

nite  number  of  millions  \    "  ^^  '^^^^^^^ 

It  has  been  shewn  that  iu  Banks  coufetnicted  on  the^  **  Cur- 
rency Principle,"  the  Credit  created  is  always  exactly  equal  in 
quantity  to  the  money  depuslted  aud  kept  in  the  Bank.  But  how 
does  this  matter  stand  with  the  Bauk  of  Eugland  ?  Let  us  test 
this  principle  by  any  one  of  its  published  retorns  taken  at 
random.  On  the  8rd  October,  1884,  it  appears  that  the  Credit 
created  by  the  Bank  amounted  to  £55,il2H,:398,  and  the  specie 
held  by  the  Bank  amounted  to  £21,7yt*,3yt2,  or  about  2"6  to  K 
If,  therefore,  it  be  maintained  tlmt  the  Bank  Is  constractcd  on 
the  **  Currency  Principle,"  it  must  also  be  maintained  that  2'6. 
are  equal  to  1 

As  a  mutter  of  pure  arithmetic,  therefore,  it  is  perfectly 
manifest  that  the  Bank  Act  completely  fails  to  carry  out  the 
**Prinriplo"  it  was  intended  to  enforce.  In  fact,  the  framers  of 
the  Bunk  Act  had  a  Theory,  and  they  passed  an  Act ;  but 
they  never  took  the  slightest  pains  to  ascertain  whether  the  Aet 
corresponds  with  the  Theory 

U.  Now,  we  say  nothinic  here  as  to  the  correctness,  or  the 
contrary,  of  the  **  Currency  Principle,"  or  as  to  the  expediency  of 
carrying  it  out ;  bat  to  suppose  that  the  Bank  Act  doea  really 
carry  it  out  is  simply  one  of  the  most  astonishing  delusions  that 
ever  deceived  the  public  mind.    Truly,  says  Bastiat — 

"  Eti"e  dupe  d'autrui  n'est  pas  dejj\  tr6.3  plaisaut ;  mais  em- 
ployer le  vaste  apparcil  representaiif  i\  se  dujier  soi-mcme,  a  se 
duper  doublement,  et,  dans  une  affaire  de  mondmiion,  voilik  qui  est 
bien  propre  k  niliattre  nnc  pen  Torgueil  du  siecle  dee  lumi^rea" 

Every  **  bunker"  whatever,  who  discounts  a  bill  of  exohauge, 
violates  the  **  Currency  Pxinciple.'*    There  is  no  mode  whatever 
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of  tiarrying  out  the  Currency  Priuciple  but  by  aboHahing  disoount 
bttiikiug  alL<.»f:ether ;  as  we  have  ah'eady  observed,  the  bankfi 
coust.ructod  on  this  principle  did  oo  discouut  business 

153,  Lonl  Overetone,  in  his  evidence  before  the  Committee 
of  the  IlouHC  of  Coiuuioas,  said  that  it  woa  u  fuadamental  vice  of 
tlio  prineiplo  deviled  by  the  Directors  in  1832,  to  carry  out  the 
diK'triuca  (tf  tlin  Bullion  Report,  that  the  gold  might  all  ie^ive  the 
C50unl.ry  witliout  aiusiug  any  diminution  of  the  ainount  of  Notea 
iu  the  bandn  of  the  public :  and  we  have  seen  that  this  assertion 
^Miftmplubely  veritied  iu  1880 

It  was,  tliercfore,  expressly  declared  that  it  was  the  purpose  of 
Lhr  Aet  that,  if  any  drain  should  arise  after  it  came  into  oi:K3ration, 
no  exact  amount  of  notes  should  be  withdrawn  from  the  hands  of 
the  ptthlic  or  from  cirealatiori.  Havinp:  secured  that  object,  as 
they  imupriiied,  tlu'V  Icfl  the  Directors  free  and  uncontrolled  in 
iJioir  Imnkini^  busini'KS,  For  the  tirst  two  years  after  the  Act  was 
paswud  no  occasion  occurred  to  test  its  merits  ;  it  was  a  period  of 
nnuflual  prosperity  and  accumulation  of  capital.  But  when  the 
iinitsoaiiou  of  real  trial  came,  in  the  beginning  of  1847,  we  have 
■won  that  the  Act  wholly  failed  in  its  intended  effect  of  causing  a 
withdrawal  of  notes  in  circulation,  in  proportion  to  the  outOow  of 
hullhnu  The  Uirectore  pursued  exactly  the  same  fatal  ooarae  as 
they  hud  done  on  so  many  former  occivsions,  and  the  result  was 
the  presHuiv  i>f  April.  It  was  manifestly  proved,  therefore,  that 
the  Act  pruvuii^d  no  effectual  check  against  mismanagement  on 
the  part  of  the  Bank 

And  whence  did  this  failure  ari»e  ?  Frt»m  this  very  simpk* 
circuuiMtanoe.  The  framers  of  the  Act  Bup|)08ed  that  there  is 
only  one  way  of  extracting  gold  from  the  Bank :  namely,  by 
means  «»f  its  not^.-** :  and  that  if  people  want  gold  they  mnst  brin^ 
in  rmtes  ;  and,  eiHiSi^qitently,  as  the  gold  comes  out  the  notes  miL^t 

go  in 

But*  m  a  matter  <»f  simple  banking  business,  Uiere  aits  two 
nieihods  of  extracting  gold  fn>m  the  Bank— namely^  by  Note« 
and  bv  Cheques,     Whoiver  has  a  Crcilit  in  its  Uk«1x 
and  pre?i<'nt  a  Cheque,  and  thus  draw  out  gold  from  th^ 
department  wiUiout  a  single  Bank  Not«  being  witbdiawa  Irora 
the  tmblio 
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In  fact,  inateufl  of  withtlniwing  the  Notes  from  the  pablic,  us 
the  fruiriera  of  tlie  Act  iobeodcd,  the  Directors  threw  the  whole 
effect  of  the  drain  of  gold  on  their  own  rcserves.  Aud  that  hap* 
I^'iicd  in  thla  way.  The  public  has  two  methods  of  drawtnir 
^o\d  from  the  banking  department,  namely,  by  Notea  and 
Cheques  ;  but  the  banking  department  has  only  one  method 
of  drawing  gokl  from  the  istjue  department,  namely,  its  Notes  in 
reserve.  And  when  the  bank  felt  a  drain  on  its  banking  depart- 
ment for  gold,  it  had  to  rcpleuiBh  it  by  obtaining  a  fresh  su|)ply 
from  the  issne  department  •,  at  the  same  time  giving  op  an  exactly 
equal  amount  of  Notes.  And  thus  the  whole  drain  fell  on  its 
own  ixiservcB 

No  looriciltitton  can  prevent  this  power  of  extracting  gold 
from  the  Bank  by  means  of  Cheques,  except  prohihiting  Cheques 
altogether.  And  thus  is  explained  the  complete  failure  of  the 
**  Mechanical  '*  action  of  the  Act  to  comi>el  the  Directora  to  carry 
out  the  *'  Currcncy  Principle/*  Tlie  Directors  were  able  to  com- 
mit, and  actually  did  commit,  the  very  same  error,  as  they  had 
done  Ixjfore  the  Act — which  Lord  Ovcrstone  had  truly  said  wiw 
the  fandameutal  vice  of  the  Bank  principle  of  1832 — and  it  was 
powerless  tu  prevent  them 

And  this  simple  fact  completely  upsets  the  whole  theory  of 
the  Act 

There  are,  in  reality,  two  leaks  to  the  ship.  The  fraraers  of 
the  Act  could  only  perceive  Ofte ;  and  they  only  provided  against 
one  :  and  they  were  utterly  astonished  to  find  the  ship  rapidly 
sinking  frum  the  other  leak,  which  they  had  forgotten 


13.  Now,  as  the  Act  notonously  and  manifestly  failed  on 
this  must  important  point,  which  was  fully  aud  candidly  admitted 
by  Sir  Robert  Peel,  it  becomes  a  natural  inquiry  to  ask  why  it 
failed  «m  this  j:>oiut,  which  it  was  sui)i:>osed  had  been  rendered  so 
secure.  We  reply  to  this  that  the  Act  fiiiled  because  it  aimtfd  at 
the  terotiff  mark  altotjclher.  It  whoihj  mu»ed  the  true  point  in 
ihfi  case 

Iq  former  times  it  was  a  mercantile  dogma  thai  the  Exehaugca 
could  only  be  againnt  Ihu  coutitry  in  consequence  of  its  being  in- 
dehted  to  other  countries.  Nothing  cuu  hv  more  striking  than  the 
viuioQS  circle  in  which  the  commercial  witnesses  argued  before 
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th«i  Bullion  Conimitbee  of  1810.  They  maintained  with  nnflmch- 
\n\i  iiLiKuverftuctj  that  the  BxchangcB  could  only  be  adveree, 
Innjuiuic  the  country  was  indebted :  and  as  the  Exchanges  were 
ndver»c,  they  nminlained  that  the  country  must  be  indebted 
(williout  the  BlighLest  inquiry  into  the  fact)  because  the  Exchangea 
wore  lulveruo 

Howevpr,  the  HuUion  Committee  completely  disproved  thi» 
Oomniorciiil  «U^'4ma  ;  and  they  demonstrated  beyond  dispute,  that 
thw  di»prtcjtttcd  puiMT  currency  was  the  cause  of  the  Exchanges 
Ih'iu^  npfmrftttltj  inhwrn  \  but  that  when  thia  depreciated  pa^xT 
iiuriH'uoy  wati  reduced  to  ite  true  value  in  gold,  the  Exchanges 
wort)  in  ii^ulily  \i\  favour  of  the  country 

Tho  i-'oinuiorchd  witncfises  maintained  that  when  the  indebt^- 
n<<MM  wn.'*  \H\u\  olT,  Uie  drain  of  boillion  would  cease  of  itself.  But 
lliit  UuHiun  Oouiniittee  proved  that  with  a  paper  currency  » 
diijit  ('oiutod  lui  lUnk  Notes  then  were»  the  drain  would  not  cease 
nut  1 1  itU  Ihi^  Hpoviu  in  circulation  had  left  the  country,  which  wa3 
au»itly  vi'HiUhI 

Tht'  Uullion  t'oinniittce  thus  shewed  that  there  are  ttvo  causes 
of  a  dniin  of  Inilhon—lst,  the  indobt^dneas  of  tlie  country;  2nd, 
u  dr|«r»M  idtt'd  |m|>or  currency 

Hut  in  tho  timt  edition  of  this  Work  published  in  1866,  we 
Nlit^wtMl  that  thrro  is  a  Third  cause  of  a  drain  of  bidlioo,  and  ao 
ilviuii*^  r\ohun>:i\  which,  however  it  might  l)e known  among  com- 
'nim  iiil  nt<Mi,  had  never  yet,  Unit  we  have  scon,  found  its  way  into 
»vny  nMUMUMrcial  book  whatovor,  and  most  certainly  had  never 
|ji  (in  lu'uunht  furward  prominently  before  the  public  in  Currency 
iimutMlouK.  a«  a  oauso  of  an  advt*rso  Exchange,  wholly  irreapective 
i>r  Huy  inihihliHlDois  of  the  country^  or  of  the  state  of  the  Paptf 
Cunvnuy 

'IHic  Principlo  ti  thia— 

V  '       *    "  V  ^  Mxvufil  betwem  any  twe  plnm  tUfftre 

l^f  ,„  t4fm^ih$€$9iff  kamrniUm^  Bullion  from 

pt^  pUK*  h  th^  »'^Aw.  BuUum  wtUJhwJhm  whfn  Ditewnt  it 

The  Ilia  mtrcHnlilo  dognm  was  that  Bills  of  Kxchauge  can 
4,uk  1*0  en  atctl  lo  i^ikn-sout  deUta  ariain,:  frura  the  lale  of  mcr- 
ithtindiNi' :  antl  if  then*  are  uo  debt*,  tliere  ^iU  be  no  bOli  oeated: 
»ml  Umt  when  all  the  bills  aw  i^aid,  uo  more  bullion  wiU  go 


NEW   PRINCIPLE   OF   CUIIRENCY 


345 


Bat,  sappose  (tbe  state  of  Credit  at  both  places  being  assomed 
to  be  equally  sociire)  tbat  the  llate  of  Discoimt  at  London  was  2 
per  cent,,  while  the  Rate  at  Paris  waa  8  per  cent.,  we  shewed  that 
bullion  dealers  \\;oiMfabricaU  billfi — not  based  npon  any  previous 
debt,  or  any  mercantile  transactions  whatever — bat  simply  for 
the  salce  of  being  discounted  ;  that  is,  for  the  purpoge  of  buying 
gold  in  London  at  2  per  oenfc.,  and  selling  it  in  Paris  at  8  per 
cent.,  and  this  operation  will  infallibly  go  on,  and  tbe  drain  of 
bullion  will  not  cease,  until  the  Rates  of  Discount  are  so  nearly 
equalised  as  to  destroy  the  profits  to  be  made  by  fabricating  bills. 
Hence,  if  such  a  state  of  things,  as  is  just  supposed,  arises,  the 
Bank  must,  as  an  indispensable  measure  to  preserve  its  own 
security,  raise  its  Rate  of  Discount  so  as  to  des^troy  these  profits, 
and  so  arrest  the  drain  which  is  exclusively  caused  by  tbe  diflference 
of  the  Rates  in  the  two  plaoM 

Now,  this  practice  causes  no  increase  of  Bank  Notes  in  cir- 
culation ;  on  tbe  coDtraiy,  they  are  not  wanted  :  it  is  gold  that  is 
demanded  and  taken  for  export,  and  it  steals  out  of  the  country 
noiselessly  and  unobserved.  Also,  if  bunkers  in  tin's  country  will 
perversely  maintain  the  Hate  of  Discouut  lower  here  than  in  neigh- 
bouring countries,  and,  therefore,  lower  than  the  natural  rate, 
persons  in  foreign  countries  send  their  debts  and  securities  over 
here  Jbr  sale,  and  the  proceeds  are  remitted  abroad.  Consequently 
lis  practice  causes  an  export  of  gold  without  diminishing  the 
)tes  in  circulation.  Of  all  species  of  property,  Debts  are  the 
'most  easily  transportable.  The  charges  even  on  the  transmission 
of  gold  are  heavy  compared  to  those  ou  the  transmission  of  Debts. 
Debts  to  any  amount  can  be  transmitted  from  one  country  to 
another  at  the  mere  expense  of  the  postage.  Consequently,  if  the 
Americans  can  only  get  £85  per  cent,  for  their  debts  in  their  own 
country,  and  they  can  get  £96  per  cent,  in  England,  of  course 
they  will  send  them  here  in  vast  quantities  for  realisation.  This 
was  eminently  and  notoriously  tbe  ca«e  in  I8S0,  when  the  Bank 
of  England  kept  its  rate  so  perversely  below  the  natural  rate, 
ftnd  it  was  the  cause  that  aggravated  the  drain  of  bullion  to  ^o 
alarming  an  extent.  Hence  we  have  shewn  that  beyond  the 
causes  universally  known  for  an  export  of  specie,  namely,  pay- 
ments of  genuine  Debts,  there  is  another  and  most  potent  cause, 
whose  importance  baa  only  recently  been  sufficiently  recognised— 
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c&meTj,  an  annatonil  deprcsBioa  of  the  Bate  of  Discooot,  betow 
that  of  neighlxjuring  countries 

Now,  this  priQcipIe  was  certainly  not  generally  understood  at 
the  time  the  Bank  Act  of  1844  was  p&jssed  ;  ant]  in  the  Hmt 
edition  of  this  Work  (1856)  we  atated  thia  as  a  faodaineotal 
principle  of  the  Currency — 

*^  An  Improperly  Low  Rate  of  Discoimt  is, 
in  its   Practical   Effects,    a   Depreciation  of  the 

Currency  " 

We  therefore  slicwed  that  the  only  tme  method  of  striking  at  this 
demand  for  gold  is  by  raistug  the  Hate  of  Discount^  and 
that  the  tnie  great  power  of  governing  oud  coDtit>llit»!J:  the  PapiT 
CuiTcncy,  or  Credit,  is  by  carefally  adjusting  the  Bate  of 
Discount  to  the  state  of  the  Foreign  Exchanges, 
and  the  state  of  the  Bullion  in  the  Bank 

Now,  the  weak  point  in  the  Act  of  1844,  is  that  it  takes  no 
notice  of  this  grand  principle,  it  takes  no  precantion  that  the 
Directors  of  the  Bank  of  England  ehatl  recognise  it*  and  conuter* 
act  it.  On  the  contrary,  it  leaves  them  in  full  power  to  repeat 
tlieir  ofl-committed  error  of  causing  a  depreciation  of  the  Cnrrency 
from  an  nnnaturally  low  rate  of  discount 

This  principle  was  extremely  ill  understood  in  1S56,  when  oar 
work  was  published,  and  was  very  uop^opular ;  but  its  truth  was 
soon  signally  verified,  and  acknowled^anl  tu  bo  trne  by  the  mwt 
competent  authorities.  After  the  great  crisis  of  1857,  a  Com- 
mittee of  the  House  of  Commons  was  appointed  to  investigate  its 
causes,  and  Mr.  G.  W.  Norman,  a  Director  of  the  Bank  of  Eng- 
land, and  one  of  the  most  prominent  and  distinguished  advocates 
of  the  "  Currency  Principle,"  and  of  tlui  Bank  Act  of  1844,  was 
asked — Q.  8529.  **  Is  it  not  principally  by  raising  the  rate  af 
intenost  that  yon  check  the  amount  of  discount  which  may  be 
dcnmndod  of  you  ? — Ye*  ;  we  have  found,  contrary  to  what  would 
have  bttn  tintuffHttt^d^  tliut  the  {^uwtT  v^v  |MjiS8e^,  and  which  we 
exercise,  of  raising  the  linte  of  Dim^junt,  kcr}«  the  demand  u)M>n 
us  within  manageable  dimensions.  Tliere  are  other  restrictioiis 
which  are  less  im[iortmit.  77u*  ratf  tfv  eharpM  /or  our 
we  jind,  in  general,  U  a  sufidmi  tktek  ^* 
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In  1861.  Mr.  Goachen  published  his  TJmry  of  llm  Fortign 
Bs^hantjes ;  in  it  he  says — 

**  The  edicrtcj  of  that  corrective  of  irn  unfavourable  abate  of 
the  Exchanges,  on  which  we  have  been  dilating  (i,«.,  raising  the 
rate  of  discount),  has  been  most  thoroughly  tested  by  late  events. 
Every  advance  in  the  Bank  rate  of  dis<xinnt  has  been  followed  by 
a  turn  of  the  Exchaugos  in  favour  of  England,  and  vice  versd,  as 
soon  as  the  rate  of  interest  was  lowered,  the  ExchangeH  became 
less  favourable  '* 

This  is  now  the  acknowledged  principle  upon  which  the  Bank 
of  England  is  managed ;  and  after  our  work  was  published,  in 
1866,  the  Usury  Laws  in  France  were  modified  in  order  to  enable 
the  Bank  of  France  to  adopt  it,  and,  in  fact,  it  is  now  uuiversally 
adopted  by  every  bank  in  the  world 

In  former  times,  when  the  only  communication  between  dif- 
ferent countries  was  by  menus  of  mailing  ships  and  common  roads, 
and  therefore  very  slow,  expensive,  and  uncertain,  this  priuciple, 
though  actually  true,  could  seldoni  be  called  into  action,  because 
the  cost  and  delay  of  the  transport  of  gold  would  far  exceed  any 
profit  to  be  made  in  the  difTerenoe  of  the  Rates  of  Discoant  in 
qniet  times.  It  was  like  some  mechanical  force,  which  actually 
exiBts,  but  which  is  overpowered  and  prevented  from  pi-odncing 
any  visible  effect,  in  oonfiequence  of  friction.  But  it  did  act  in 
timfis  of  commercial  crisis,  when  the  rate  becuuie  extreme.  In 
1799,  enormous  failures  took  plactj  in  Hamburg ;  diHCouut  rose 
to  15  per  cent.,  and  this  rate  immediutety  drew  away  gold  from 
England 

But  in  modern  times,  since  coramunications  have  lieen  so 
much  accelerated  and  cheapened,  even  since  the  Act  of  1844,  by 
mejiua  of  railroads  and  steamers,  this  friction,  Jis  we  may  call  it, 
has  been  iuimeusely  dimiuished;  and  this  great  princijile  is  called 
into  action  with  a  much  less  dilference  between  the  Kates  of  Dis- 
c*.mnt  than  at  any  former  period.  Bullion  would  prolmbly  take 
ten  days,  formerly,  to  ^^o  from  London  tn  Paris  ;  it  cau  now  go  in 
tf.'U  hom">»,  and  at  probubly  the  tetjth  psirt  of  the  cx^^nse,  A 
differeuce  of  2  per  cent.  Ix*tweeii  the  rates  of  discount  in  London 
and  Paris,  will  now  draw  bullion  from  one  place  to  the  other 
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On  the  Causes  which  compelled  the  Suspension  of  the  Bank  Ad 
in  1847,  1857,  and  1866 

14,  The  monetary  pressure  which  we  hare  been  considering 
passed  away  for  the  time,  but  another,  much  more  severe,  came  on 
in  the  autumn,  which  ended  in  a  monetary  panic,  and  on  the  25th 
November,  1847,  the  Government  authorised  the  Bank  to  exceed 
the  limits  allowed  by  the  Act  of  1844,  if  they  considered  it  neces- 
sary BO  to  do  to  restore  commercial  confidence.  This  suspension 
of  the  Act  was  perfectly  successful ;  and  on  two  similar  occasions, 
hi  1857  and  in  1866,  a  similar  course  was  followed  with  similar 
lesults.  We  have  given  a  full  narrative  of  the  course  of  events 
preceding  these  panics  in  a  preceding  chapter.  We  must  now 
only  examine  the  reasons  which  made  this  course  necessary,  and 
why  it  was  successful 

Ever  since  the  enormous  development  of  the  Credit  system  of 
commerce  in  modern  times,  great  commercial  failures  have  pe- 
riodically recurred,  producing  the  most  wide-spread  distress ;  and 
there  have  been  two  conflicting  Theories  as  to  what  the  action  of 
the  Bank  ought  to  be  in  a  Monetary  Crisis 

1.  One  Theory  maintains  that  in  such  a  Crisis  the  Bank 
should  liberally  expand  its  issues,  to  support  Commercial  Credit. 
This  Theory  may  be  called  the  Expansive  Theory 

2.  The  other  Theory  maintains  that  in  such  a  Crisis  the 
Bank  should  rigorously  restrict  its  issues  to  their  usual  amount, 
or  even  contract  them.  This  Theory  may  be  called  the  Re- 
strictive theory 

Both  these  Theories  have  been  tried  in  practice,  and  discussed 
by  the  most  eminent  authorities,  and  we  may  succinctly  examine 
the  results 

The  first  great  monetary  crisis  in  modern  times  took  place  in 
1768,  after  the  termination  of  the  seven  years'  war.  This  great 
disaster  occurred  at  Hamburg  and  Amsterdam,  where  the  "  Cur- 
rency Principle  "  was  in  full  operation,  and  there  was  no  Banking 
Credit  whatever,  except  what  represented  specie.  The  failures 
began  at  Amsterdam,  among  the  principal  merchants.  Tlie  Bank 
had  no  power  to  assist  them ;  and  the  resources  of  the  private 
bankers  were  exhausted.    Hearing  that  the  Amsterdam  bankers 
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had  determined  to  allow  the  merchants  to  fail,  the  Hamburg 
bankers  wrote  to  them  in  the  greutest  alarm  to  say  that  iP  they 
did  not  support  the  merchants,  they  would  instantly  suspend  their 
own  paymenta.  But  by  the  time  the  letter  reached  Amsterdam, 
the  merchants  had  already  stopped.  General  failure  followed 
at  Hamburg,  where  no  business  was  for  some  time  transacted  but 
for  ready  money.  The  failures  were  equally  general  throughout 
Germany.  The  Crisis  extended  to  England,  aud  Smith  aayg 
that  the  Bank  made  advaneea  to  merchants  to  the  amount  of 
a  mitlioQ 

Thus  we  see  that  the  "Currency  Principle'*  was  no  proUietion 
whatever  against  a  Monetary  Crisis ;  and  on  this  occasion  the 
Bank  ae-ted  on  the  Expansive  Theory 

In  1772  the  most  severe  Monetary  Crisis  in  England  ance 
the  South  Sea  Scheme  took  place.  On  this  occasion,  again,  the 
Bank  Ciime  forward  to  support  Commercial  Credit 

In  1782  our  unhappy  war  with  America  was  ended  ;  and  the 
oguul  results  uf  the  termiiiatiuu  of  a  great  contest  took  place. 
The  Bank  had  greatly  ext-eialed  its  issues  ;  and  a  very  alarming 
drain  of  specie  took  place,  which  at  one  time  threatened  to  compel 
them  to  stop  payment.  The  Directors,  however,  considered  that 
if  they  conld  only  restrain  their  issues  for  a  short  period,  the 
returns  in  specie  in  payment  of  the  exports  would  soon  set  in  in  a 
more  rapid  manner  than  they  went  out.  They  determined,  there- 
fore, to  make  no  communicatton  to  the  Government,  butj  for 
the  present y  to  ronfrffct  I  heir  issues  until  the  Exchanges 
turned  in  their  favour.  The  Bank  felt  the  greatest 
nlurm  in  May,  1783,  They  then  refused  to  make  any  advances 
to  the  Government  on  the  loan  of  that  year ;  but  they  did  not 
make  any  demand  for  payment  of  their  other  advances,  which 
were  between  nine  and  ten  millions-  They  continued  this  policy 
op  to  October,  when  at  length  the  drain  had  ceased  from  the 
country,  and  money  bad  begun  to  flow  in  from  abroad.  At 
length,  in  the  autumn,  when  the  favourable  signs  began  to  appear, 
they  advanced  freely  to  Government  on  the  loan,  althongh  at  that 
time  the  cash  in  the  Bank  was  actually  lower  than  at  the  time 
they  felt  the  greatest  alarm.     It  was  then  reduced  to  £473,000 

The  doctrine  then  stated  by  Mr.  Bosanquet  that  guided  the 
Directors  was  this — That  while  a  dmin  of  specie  was  going  on. 
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their  iasnes  Bbonld  be  e&ntrackd  as  much  as  possible  ;  but,  that 
as  soon  as  the  tide  begnii  to  give  sigas  of  ceasing,  and  turning 
the  other  way,  it  wiw  then  safe  to  extend  their  issnes  freeJy.  Thift 
[loUcy  had  been  entirely  successful,  and  the  credit  of  the  Bank 
WW  eaved 


16.  After  the  peace  of  1782»  the  eommereial  energies  of  the 
country  were  greatly  developed  :  to  carry  on  this  increased  com- 
merce a  greatly  enlarged  currency  was  necessary  ;  and  aa  the 
monopoly  of  the  Bank  prevented  solid  banks  being  founded, 
innumerable  tradesmen  started  np  in  every  part  of  the  conntry 
issuing  notes.  Burke  says,  that  when  he  came  tt)  England,  in 
1750,  there  were  not  twelve  bankers  out  of  I^ondon  :  in  1792 
tliere  were  about  400  :  the  great  majority  being  gi-occrs,  tailors, 
drapers,  and  petty  shop-keepers.  In  the  autumn  uf  1792  very 
numerous  fttitures  took  place  in  Europe  and  America,  In  January, 
1793,  the  general  ulurm  was  greatly  incre^ised  by  the  rapid  pro- 
gress of  the  French  Itevolution.  Some  great  failua^s  occurred  in 
London  in  February :  and  soon  the  panic  spread  to  the  banks. 
Of  these  100  stopfx-d  payment,  and  200  were  much  shaken.  The 
piessnro  in  London  wa^i  intense  ;  and  this  naturally  produced  n 
<leniaud  on  the  Bank  for  support  and  discounts.  But  the  Bunk 
being  thoroughly  alarmed,  n^solvod  to  ex >n tract  its  issnes:  bank- 
ruptcies multiplied  with  frightful  rapidity.  The  Governmont 
urged  the  Bjiik  to  come  forward  to  support  Credit,  but  they 
resolutely  declined 

In  the  menntimo  the  most  alarming  news  cumc  from  Scotland. 
The  public  banks  were  quite  nnable,  with  due  mgnrd  to  their  own 
safety,  to  sa]>port  the  private  bankers  and  commerce.  Unleai 
they  received  immediate  assistaace  from  Gove ru men t,  genenl 
failure  would  ensue.  When  univeiml  failure  seemed  imminent* 
Sir  John  Sinclair  remembered  the  precedent  of  lGi*7,  when  the 
public  distress  was  allayed  by  an  issue  of  Exchc<incr  bills.  A 
Committee  of  the  House  of  Commons  was  np[»ointed,  wV  <1 

that  the  sudden  discredit  of  so  large  an  amuunt  of  hai.^  fft 

had  produoetl  a  most  inconvenient  deficiency  in  the  circulating 
mwlium  ;  and  that  unless  a  circulating  medium  was  provid*Ml,  a 
general  sttippago  munt  ttvke  place.  They  reoommcndid  that  Rx- 
cheqm  r  bills  to  the  amount  uf  £&,OlX),o()0  should  be  iisncd  under 
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direct  ion  of  a  Board  of  ComraiFaionerB  appointed  for  the 
pmpose,  iu  sums  of  £100.  £50,  and  £20 

No  sooner  was  the  Act  passed  than  the  Coiiiniittee  set  to 
work.  A  large  sum,  £70^000,  was  at  once  seiit  down  to  Man- 
chester and  Glasgow,  on  the  strength  of  the  Exchcc|uer  billH, 
which  were  not  yet  issued.  This  unexpected  snpjily,  coining  so 
much  earlier  than  was  expected,  operuted  like  ma*»;ic,  and  hud  a 
greater  efVect  in  restorin*,^  credit  than  ten  times  the  sum  conld 
have  had  at  a  later  period 

When  tite  whole  business  was  concluded,  a  report  was  pre- 
sented to  the  Treasury-  It  stated  that  the  knowledge  that  loans 
might  be  had,  operated,  in  many  iDstances,  to  prevent  them  being 
required.  The  applications  granted  were  238,  and  the  sum  ad- 
vanced was  £3,855,624.  The  whole  sum  advanced  was  repaid  ; 
two,  only,  of  the  parties  assisted  became  bankrupt ;  all  the  others 
were  ultimately  solvent,  and  in  many  instances  possessed  of  great 
property,  A  cunsiderable  |)art  of  the  sum  was  rt'iiaid  k'lbre  it 
was  due^  and  all  the  rest  with  the  utmost  puuctnality.  After 
all  expenses  were  paid,  the  transact  ion  left  a  clear  prolit  to  the 
Government  of  £4,348 

Contemporary  writers  all  bear  witness  to  the  extraordinary 
effects  produced.  Macpherson  says,  that  the  very  lutirimtioa  of 
the  intention  of  the  Legislature  to  snjiport  themercliants  operated 
like  a  charm  over  the  whole  country,  and  in  a  great  degree  super- 
seded the  necessity  of  relief  by  an  almost  inatantaneons  restoration 
of  confidence.  Sir  Francis  Baring  concurs  in  this  view,  and 
adduces  the  remarkable  success  of  the  measure  as  an  argnment  to 
ahew  the  mistaken  policy  of  the  Bank,  After  careful  deliberation 
the  Bullion  Report  warmly  approved  of  it ;  censured  the  pro- 
ceedings of  the  Bank  ;  and  especially  cite  it  as  an  illuBtrati<^n  of 
the  principle  they  laid  down,  that  an  enlarged  accommodation  is 
the  true  remedy  for  that  occjisional  failure  of  confidence  to  which 
our  system  of  Paper  Credit  is  unavoidably  exposed 

This  occasion,  therefore,  is  a  most  imfiortijut  example  of  the 
beneficial  effects  of  the  Expansive  Theory  iu  a  monetary 
puaio 

16.  Towards  the  end  of  1794  the  exchanges  began  to  fall 
rapidly,  and  in  May,  171*5,  were  so  low  that  it  was  profilable  to 
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export  bullion,  Wbile,  however,  the  exchanges  were  so  adreise, 
the  issoes  of  the  Bank  were  immeDsely  extended,  from  drcam- 
utances  which  are  too  long  to  state  at  length  here,  bat  which  we 
have  given  already,*  and  which  there  is  no  necessity  to  detail, 
because  the  simple  fact  ia  enough  that  the  issae  of  Bank  Notes 
was  greatly  inei-eased  while  gold  was  rapidly  leaving  the  cuantry. 
The  Directors  now  became  seriously  alarmed  for  the  safety  of  the 
Bankf  and  took  the  most  rigorous  measures  to  contract  their 
issues.  In  April,  1796,  the  exchanges  became  favourable,  and 
they  continued  to  be  so  till  February,  1797 

The  eicesfiiye  contraction  of  its  issues  by  the  Bank  caused  the 
greatest  inconvenience  to  commerce,  and  a  meeting  of  bankers 
and  merchants  was  held  to  devise  some  means  of  relief.  The 
failures  among  the  country  bankers,  iu  1793,  had  caused  an  im- 
mense diminution  in  the  country  issues,  and  Thornton  says  that 
in  the  last  three  months  of  li9G  the  issues  of  the  Bimk  were  no 
higher  than  they  had  been  in  1782,  with  an  amount  of  commerce 
many  tiroes  larger  than  in  that  year.  As  the  public  could  not  gtft 
Notes,  they  made  a  steady  and  continuous  demand  for  guineas ; 
and,  alfhouffh  tha  exchanges  tvcre  favourable  t4)  the  cmmlry,  and 
gold  wm  coming  in  from  abroad,  there  was  a  severe  drain  on  the 
Bank  for  gold.  Political  circumfitaaces  addfd  to  the  alarm,  and, 
about  the  middle  of  February,  a  stoppage  of  country  banks  becanM 
general.  The  panic  reached  London,  and  a  general  run  began 
upon  the  bankers.  Before  this  the  Directors  had  used  the  mo«t 
violent  ciforta  to  contract  their  iseues.  In  live  weeks  they 
bad  reduced  them  by  nearly  £2,000,000.  On  the  21st  Jan- 
nary  they  were  £10,550»8iiO,  on  the  21st  Febraary  they  were 
£8,040,250.  But  even  thiH  gave  no  true  idea  of  the  curtailment 
of  mercauiilo  accommodation  ;  for  the  private  bankcus  were 
obliged,  for  their  own  security,  to  follow  the  cxMjnple  of  the 
Bank.  In  order  to  meet  their  payments  fiersons  were  obliged  to 
sell  their  stock  of  all  dcecriptious  at  an  enormous  sacrilice.  The 
three  per  cents,  fell  to  61  ! 

On  Saturday,  the  25th  February,  1797>  the  specie  in  the  Bank 

was  reduced  to  £1.272,000,  with  the  drain   becomiug  severer 

every  hour.    The  Din'ctors  now  felt  that  they  could  hold  out  no 

longer  :  and  on  Bunday  u  Ciibinet  Council  W(t8  held  and  an  order 
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iu  Council  i^sncd,  dirx'Cting  tbc  Buuk  to  suspend  paymentfi  in 
cash  until  the  sense  of  ParHanient  could  be  taken  on  the  subject. 
Accordingly,  on  Monday,  the  27th,  the  cush  being  then  reduced  to 
£1,086,170,  the  Bank  suspended  paymcnbi  in  cash,  and  did  not 
resume  them  partially  till  1816,  and  completely  till  1821 

But  imiiiediatt;ly  this  was  done,  they  enlarged  there  accom- 
modation liberally ;  within  a  week  they  increased  their  isanes 
by  two  millions,  and  the  relief  was  very  great.  A  meeting  of 
4,U00  merchants  and  bankers  agreed  to  support  the  credit  of 
the  Not^a 

The  most  eminent  authorities  afterwards  severely  ccuflured 
the  mftiingement  of  the  Bank.  Thornton  said  that  the  excessive 
contraction  of  Notes  had  shaken  public  credit  of  all  descriptions, 
ftiid  had  caused  an  unusually  severe  demand  for  guineas ;  that 
the  Bank  ought  to  liavo  extended  its  issues  to  supply  the  place  of 
the  country  Notes  which  were  discredited.  Boyd  was  clearly  of 
opinion  that  the  excessive  restriction  of  Notes  was  the  chief  cause 
of  the  forced  sulc  and  depreciation  of  the  public  securities.  In  1810 
the  Governor  of  the  Bank  said,  that  after  the  exjierience  of  the 
policy  of  restriction,  many  of  the  Directors  repented  of  the 
measuix? :  and  the  Bullion  Committee  explicitly  condemned  the 
poliey  of  the  Bank  both  in  I71>i)  and  171*7 

Notliing,  iu  short,  could  be  more  unhappy  than  their  regula- 
tion of  their  issues.  When  the  exohanges  were  violently  adverse,  so 
that  it  was  very  profitable  to  exiK>rt  gold,  they  enlarged  them  to 
an  extravagant  extent :  and  wlien  the  exchanges  were  extremely 
favourable,  so  that  gold  was  flowing  in,  they  contnicted  them  with 
merciless  severity.  The  issues,  which  were  £U,ui)0,OUO  when 
the  exchanges  were  against  the  conntry,  were  reduced  to 
£8,640,250  when  they  had  Ix'en  for  several  oioaths  eminently 
favourable.  The  entire  concuiTence  of  the  evidence  sliews  that  it 
was  this  excessive  restriction  of  credit  which  caused  the  severe 
demand  for  gold 

And  now  we  see  the  practical  results  of  the  two  policies :  when 
all  commercial  and  banking  credit  was  on  the  verge  of  universal 
ruin,  it  was  saved  and  reJ^tored  by  the  Expansive  Theory  in 
1703  ;  in  171*7  the  Restrictive  Theory  wiis  carried  out  to  the 
bitter  end,  and  the  result  was  the  Stoppage  of  the 
Bank 
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A  ooiHideiilioii  of  all  IIm  circn^toiioee  induced  the  BoBion 
Committee  to  oondemn  tbe  BestrictiTe  Theory  io  the  most 
emphatic  tenns :  and  all  tbe  greater  mercantile  authorities  of 
that  period,  including  Peel  bitnaelf,  aa  we  hare  ghewn^  in  181 9, 
entirelj  ooncDrred  in  Ihne  doctdnea:  and  they  eaid  that  do 
limitation  of  the  Bank*a  power  of  isBoe  oonld  ever  be  prescribed  at 
aoy  period,  bowerer  remote.   That  period,  hoverer,  came  in  1844 

The  next  great  crisis  was  in  1825.  £rer  since  the  begiuniug 
of  18^4  there  was  a  continaal  drain  of  ballioir,  which  the  Rank 
took  no  means  to  stop*  It  fell  from  13}  miUions  in  March,  18i4, 
Bteadily  and  oontinnoody^  to  barely  t  miUions  in  Norember,  1825, 
when  every  one  felt  a  crisis  to  be  impending.  The  papers 
discussed  the  policy  of  the  Bank,  and  it  was  geueraliy  expected 
that  it  would  rigorously  contract  its  iasnes.  The  panic  began  on 
Monday,  the  ISfth  of  Dioember,  1825,  with  the  fall  of  Pole, 
Thornton  &  Co.,  one  of  the  principal  city  banks,  which  da'W  down 
with  them  forty  country  banks.  A  general  ran  began  Ufton  all 
the  city  bankers.  For  three  days  tbe  Bank  pursued  a  f»olicy  of 
the  mo«t  serere  restriction.  Mr.  Hnsktsson  said  that  daring  48 
hours  it  was  impossible  to  convert  into  money,  to  any  extent^  the 
best  securities  of  the  Government,  Exchequer  bills,  Bank  8tock, 
East  India  Stock,  as  well  as  the  public  funds,  were  unsaleable. 
At  last,  when  universal  stoppage  was  imminent,  tlio  Bank 
completely  reversed  its  policy.  On  Wednesday  the  14 tb,  it 
discounted  with  the  utmost  profosenees.  Mr.  Harman  said — 
'^We  lent  by  every  possible  means,  and  in  modes  we  had  never 
adopted  before  ;  we  took  in  stock  as  security ;  we  purchased 
Exchequer  bills ;  we  made  advances  on  Exchequer  bills,  we  not 
only  discounted  outnght,  but  wc  made  advances  on  deposits  of 
bills  of  exchange  to  an  immense  amount :  in  short  by  every 
possible  means  consistent  with  the  safety  of  the  Bank,  and  we 
were  not,  on  some  occasions  over-nice  ;  Ecefng  the  dreadful  state 
the  public  were  in  wi*  rendert.'d  nvcry  assistance  in  onr  p»owcr.'* 
Between  Wednesday  and  Stiturday  tlje  Bunk  issued  £r»,()00,(>Oa  in 
Notes,  and  sent  down  to  the  conn  try  a  large  box  of  £1  notes 
'vftK'h  iliey  «coidc.iitally  foufjd.  This  hjh]  policy  was  crowntnl 
with  the  nwTut  complete  sncoo£jt ;  the  imiuIq  was  gtuyed  almost 
jtnu»ediately,  and  by  Saturday  was  over 
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The  cfrcumstancea  of  this  crisis  are  the  most  complete  and 
triiiinplmnt  cxnmplc  of  the  trath  of  the  principles  of  the  Bollion 
Keport,  aud  the  Expansive  Theory :  and  signnlly  vindicato 
the  wisdom  of  VvA  in  181  i>,  when  he  refund  to  adopt  the 
Restrictive  Theory,  and  im[»ose  a  numerical  limit  on  the 
Liank's  iss^ne 


The  next  crisis  y^ns  in  1837  :  but  the  Bank,  foreseeing  it, 
judiciously  anticipated  it,  and  made  the  most  liberal  issues  to 
houses  which  required  it.  By  thus  mlupting  the  Expansive 
'i'lieory  in  good  time,  iiothiog  more  occurrcd  than  a  se\'ure  mone- 
tary pressure,  which  was  prevented  from  deepening  into  a  criBia 
entirely  by  the  jadiciouB  condact  of  the  Bank 

The  Bank  Act  was  passed  amid  general  applause,  but,  eis  Baid 
above,  on  the  very  fii-st  occasion  on  which  its  powers  were  tested, 
in  April,  1847,  it  comi>letely  failed  to  compel  the  Directors  to 
carry  out  its  principle,  ntnl  one-third  of  its  bullion  ebbed  away, 
without  any  apprtriahle  diminutiuu  of  the  amount  of  its  notes  in 
circulation 

But,  iu  October,  1847,  a  (nr  severer  crisis  touk  place.  The 
Bank  made  immense  advances  to  other  binka  ami  houses,  to  pre- 
vent them  from  stopping  payment.  But  numerous  Banks  and 
Commercial  Houses  did  stop  payment,  and  the  resoui'ces  of  tho 
Bank  were  exhausted.  At  last,  after  repeated  deputations  to  tho 
Government  to  obtain  a  relaxation  of  the  Act,  and  wtth  the  stop- 
page of  the  whole  commercial  world  imminent,  the  Government 
authorised  the  Bank  to  issue  at  discretion.  And  what  was  the 
result  ?  Tho  panic  vanished  in  ten  minutes  !  No  sooner  was 
it  known  that  notes  might  be  had,  if  necessary,  than  the  want  of 
them  ceased.  Tlie  ttliole  issue  of  Notes,  in  consequence  of  this 
letter,  was  only  £400,000,  and  the  legal  limits  of  the  Act  wei-e 
not  exceeded 

Thus,  on  this  occasion  again,  tlie  Restrictive  theory 
wholly  failed ;  and  the  Expansive  theory  saved  the  country, 
and  wafi  the  only  means  of  saving  the  Bank  itself  from  stopping 
payment 

The  next  great  crisis  was  in  November,  1857,  which  waa  far 
more  severe,  as  regards  the  Bank  itself,  than  that  of  1847.    On 
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the  12th  November,  1857,  the  Bank  closed  its  doors  with  the  snm 
of  £68,085  in  notes  ;  £274,953  in  ^old  ;  and  £41,106  in  silver  ; 
being  a  total  sum  of  £3i^7,144  !  Such  were  the  resources  of  the 
Bank  of  England  to  begin  business  with  on  the  13th  !  Truly, 
Biiid  the  Governor,  it  niiist  entirely  have  ceased  discounting,  winch 
would  have  brought  an  immediate  nm  upon  it.  The  bankc^rs* 
balances  alone  were  £5,458,000,  It  is  easy  to  see  that  the  Bank 
could  not  have  kept  its  doors  open  for  an  hour 

On  the  evening  of  the  12th  the  Government  sent  a  letter  t-o 
the  Bank,  authorising  them  to  issue  Notes  at  their  discretion,  but 
not  at  a  less  rate  than  10  i>eT  cent. ;  and  next  morning  the  panic, 
as  before,  passed  away 

Thus,  00  tilts  occ}\sion,  again,  the  Bestrictlve  theory 
wholly  failed  :  and  the  Expansive  theory  saved  the  country  : 
and  was  the  only  means  of  saving  the  Bank  itself  from  stopping 
payment 

The  next  great  crisis  was  in  1866,  which  was  still  more  severe. 
Unfortunately,  no  investigation  was  held  respecting  it,  so  that 
there  is  no  reliable  account  of  its  cireuiustances.  But  speculation 
had  exceeded  all  due  bounds.  On  the  10th  of  May  there  was  a 
ccneral  nm  upon  all  the  London  banks.  It  was  said,  but  we 
cannot  say  with  what  truth,  that  one  great  bank  alone  paid  away 
£2  000,000  in  six  honrs.  After  banking  hours  it  liecame  known 
that  the  great  diseount  house  of  Overend,  Gurney  &  Co.  had 
stopiK'd,  with  liabilities  exceeding  ten  millions— the  most  stupeu- 
doufl  failure  that  bad  ever  taken  place  in  the  city.  The  result  of 
such  a  catastroi>lic  was  easily  foreseen ;  not  another  bank  conld 
have  BUrvived  the  next  day  ;  and  that  evening  the  Government 
again  authorised  the  Bank  to  issue  at  disci-etion,  at  not  less  than 
10  per  cent.  The  Bank  advanced  £12,225,000  in  five  days  :  bat 
the  panic  passed  awny 

Thus,  again,  the  HeBtrictive  theory  wholly  failed :  tho 
Expansive  theory  saved  the  country,  and  was  the  only  means 
of  saving  the  Bank  itself,  as  well  as  every  other  Imnk,  from 
8t<)ppitJg  payment 

Tims  we  hi«  the  entire  failure  of  Sir  Robert  PeeVs  ex^wctat joiml 
lb'  took  away  the  power  of  unlimited  Issues  from  tlie  Bank,  am! 
iiupfjsed  a  rigorous  numerii-id  limit  on  its  power»  of  issue,  undt^r 
tlit  hope  tliiU  he  had  prevented  the  recurrence  of  panic*.    Unt, 
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the  panics  recurred  with  precisely  Ibc  same  regnUrity  as  bufure  j 
and,  thei*ofore,  in  tljis  simso  too,  tho  Act  litis  failed  :  and  when 
panics  do  occur,  it  ig  decisively  proved  that  it  ia  wholly  iacora- 
jietent  to  deal  with  them 

17.  It  has  been  gecn  that  it  is  a  complete  delusion  to  suppose 
that  the  Bank  Act  carries  out  tho  "Currency  Priuciple."  It 
might  be  supposed,  perhap.^,  that  if  it  did  really  carry  out  the 
'*  Currency  Principle/*  it  might  prevent  panics  arising.  General 
experience,  however,  entirely  negatives  this  view.  In  11^4,  the 
most  terrible  Monetary  Crisis  which  had  up  to  that  time  occurred, 
took  place  in  Amsterduni  find  Hamburg,  where  the  banks  were 
really  constructed  on  the  **  Currency  Principle  " 

A  decisive  example  of  this  took  place  at  Hamburg  in  1857*  A 
Bimilar  Monetary  Crisis  took  place  there,  as  here,  and  the  Bank 
being  constructed  on  the  *'  Currency  Principle,'*  had  no  power  to 
issue  Notes  to  support  Credit.  The  mngistrates  were  obliged  to 
issue  City  Bonds  to  support  the  Credit  of  the  merchants,  exactly 
as  the  Government  had  issued  Exchequer  Bills  in  England  in 
1793.  Here,  also,  the  Restrictive  theory  wholly  failed,  and 
it  waa  found  necessary  to  adopt  the  Expansive  theory  to 
avert  universal  failure 

These  disastere  took  place  where  there  was  no  Credit  Currency 
at  all,  but  what  represented  bullion :  and  tlicy  are  conspicuous 
examples  that  panics  occur  just  as  readily  under  a  purely  Metallic 
Cnri'ency  as  under  a  Paper  Currency 

The  experience  of  every  other  country  exactly  confirms  the 
experience  of  England.  At  Turin  the  bank  was  construck*d  on 
some  principle  of  limiLatiou  :  but,  in  1857,  during  a  monetary 
panic,  it  was  found  necessary  to  suspend  its  constitution,  and 
allow  it  to  issue  Not<?8  to  support  Credit 

The  very  same  thing  was  conspicuously  proved  in  1873.  In 
Austria,  in  North  Germany,  and  iu  America,  the  Imuka  were  all 
constructed  on  some  analogous  principle  of  limitation  on  their 
issues.  But  in  the  severe  monetary  panic  iu  each  of  these  coun- 
tries, it  was  found  ncwssary  to  susijcnd  their  constitutions,  and 
authorise  them  to  issue  at  discretion  to  support  commercial  Credit 

Thus,  universally,  throughout  the  world,  it  is  proved  bjr 
abundant  experienoe,  that  the  Hestrictive  theory  cannot  be 


tumn  AXD  rsAcncs  or  BAsnmrG 


iokfiftit/ 


fliberft 

and  ttiai  it  is  Ab«a]oiefj 

theofjT  to  ETert 


on  whrthffT 


IS.    Tfa«iOfp0rtM«rtl».4isfc0f  isa 
it  k  the  ttwipieneai  of,  tad  in  0ln6l 
l^ty^ipU^  uf  Uie  Afit  of  1819,  and  Oie  Bttffiom  Befiorl.    But 
§n  nttedj  ioooniBot:   and  t)»  Icdkpviog   •« 
dHbttotti  of  principle  behMon  fln 
L    The  ButUoQ  EefK^  declam  tiiei  ibe 
of  wOm  ui  circulaiioti,  at  anj  time,  if  i» 
>j  ere  exoei»ive  or  tioi 

The  Chaory  of  the  fmnen  of  the  Act  i«  tbet  tlie  Koc^  m  m* 
lUil4oii  ought  to  lj«  exactlj  equal  io  quantltj  to  «l»i  the  gold 
»{ii  wuuUi  Vw  If  Uiere  were  no  Note« ;  aad  that  anj  exoosB  of  NoUe 
lilx^Vi;  that  quantity  la  a  (Upre^iaticn  of  the  Cwn&icj 

U  thtH  itrincipk  of  the  i^upp^jrtere  of  the  Act  ill  MCCwAnim 
with  thtj  iJiIrKiijilc!  of  the  Bulhon  Uepart  ? 

IL  The  Hullion  lUport  declare,  and  the  sopporten  of  Uie 
AM  of  ]  HI 9  maintaitK^dp  that  the  «oIe  te^t  of  the  dcpreciatioa  of 
ih'r  I*uf»**f  (Jurroucy  i>i  to  hi  found  in  tlie  Frioe  of  Oohi  BoUioii, 
Uinl  \\n  HlaUi  of  tin?  Foreign  Exchaiigca 

IticuirJo  myn* — '*  Tlui  iwHuei*«  of  pii|)er  monej  should  regtikto 

thair  itytueii  wilttly  hy  the  price  of  bullion,  and  never  by  the  qnan- 

thy  lif  their  \m\m  in  ciaiilution.    The  quantity  can  never  be  too 

r  too  littlf],  while  it  preserves  the  same  valae  le  the 

AiViOnhnK  to  the  Hupportcm  of  the  Act  of  1844,  the  true  cri- 
<<trhm  jM  whuthor  the  Notes  do  or  do  not  exceed  in  quantity  the 
^olil  thtty  diM|)lnee 

1«  th»t  ihiotrlms  of  the  BUpporUjra  of  the  Act  of  1814  in  ao- 

ItiiMMt  with  tlio  principles  of  tlie  Bdliou  Iie[)ort,  and  of  tho 
Aotof  lHl(lt» 

HI.  ItwiM  prop<w*Hl  U)  tho  Hull  ion  Com  raittco  toinipoe6%< 
|H«l»hp  liinil,  on  thi^  iNflurM  «»f  tlio  Bunk,  to  eurb  their  [wwers  of 
*<•'  ruu     Tho  Bullion  Ikport  expregiily  condemns  any 

1**'"^'  •    » iiitiifu  of  its  iHsu(*ii:  and  IVel,  in  1«1D,  nndiu  H5J*% 

M«Jly  iMtiuHtrrvd  In  this  cuudtMunation 

•  /Vi^n»»»t/«/wr  an  K<ntmmkid  ami  Strung  CWrrt»try,  f  S, 


PnrNCIPLES  OF  ACTS  OF   1819  AND   1844 


aoD 


The  Bank  Act  of  1844  specially  limits  the  issues  of  the  Bank 

Does  the  Batik  Act  of  1844  coincide  with  the  prJucipk's  of 
the  Ballion  Hcport  and  the  doctrines  of  Peel  in  1810  and  1833  ? 

IV.  The  Bullion  Report,  after  discussing  the  mmt  important 
monetary  crises  which  had  occurred  up  to  that  time,  expressly 
condemns  the  Itestrictive  theory  in  a  monetary  panic,  and 
says  that  it  may  lead  to  universal  rain :  and  recommends  the 
Expansive  theory 

Tivc  Bank  Act  enactg  the  Restrictive  theory  by  Law  :  and 
prevents  ihe  Expansive  theory  from  being  adopted 

Does  the  Bank  Act  of  1844  agree  with  the  doctrines  of  the 
Bullion  Report,  and  of  Peel  in  1819  and  1833,  on  this  point  ? 

In  17D3  the  Bank  adopted  the  Restrictive  theory ;  and, 
when  all  commerce  was  on  the  brink  of  ruin,  tlio  Gorernment,  by 
issuing  Exchequer  Bills,  adopted  the  Expansive  theory,  and 
commerce  was  saved 

In  1797  the  Restrictive  theory  was  carried  out  to  the 
end,  and  the  result  was  the  doppaije  of  the  Bank 

In  1825  the  Restrictive  theory  was  adopted  for  three 
days,  and  when  commerce  was  on  the  brink  of  ruin,  it  was  sud- 
denly abandoned ;  the  Expansive  theory  was  adopted,  and 
commerce  was  instantly  saved 

In  1836  a  great  crisis  was  imminent ;  the  Bank,  foreseeing  it, 
adopted  the  boldest  measures  before  it  came  on,  and  made  im- 
mense advances  to  sustain  commercial  credit :  the  policy  was 
successful,  and  averted  a  general  panic 

Peel,  in  introducing  his  measure  of  1844,  said  that  we  must 
never  again  have  such  discii^d [table  occasions  as  1825,  1836,  and 
1839:  but  since  1844  we  have  had  1847,  1857,  and  18G0,  On 
each  of  these  occasions  the  Restrictive  theory  was  enacted  by 
Law  :  and  on  each  occasion  the  Government  was  obliged  to  come 
forward  and  authorise  the  Bank  to  break  the  Law,  to  abandon  the 
Restrictive  theory  and  adopt  the  Expansive  theory.  And 
by  80  doing  universal  ruin  was  averted,  and  the  Bank  itself  saved 
from  stopping  payment 

Experience,  therefore,  has  indisputably  proved  that  the  Ballion 
Report  was  framed  with  truer  wisdom  and  scientific  knowledge  of 
the  Principles  of  Paper  Currency  than  the  Bank  Act  of  1844.  The 
only  deficiency  in  the  Report  was  that  it  failed  to  point  out  the 
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proper  means  bj  which  the  Paper  could  be  kept  at  par  with  goltL 
But  the  true  principle  of  controlling  the  Puper  Ciirrt-ncy  is  now 
well  understood  to  be  by  adjnstinj^  the  Rate  of  Discount  by 
the  Foreign  Exchanges,  and  the  sutc  of  the  bullion  in  tlie  Bank 


Btarnxnalion  of  ths  ArgummU  aHeged  for  maititaininff  th$ 
Bank  Ad 

19.  It  has  now  been  clearly  shewn  that  the  Bank  Act  haa 
completely  failed  both  in  Theory  and  Practice.  It  has 
been  shewn  that  it  is  based  ou  a  Definition  of  the  wurd  **  Cur- 
rency," which  is  entirely  erroneous  in  Commercial  Law»  and  in 
Philosophy— that  it  professes  to  adopt  a  Theory  of  Currency 
which  it  has  entirely  failed  to  enforce — that,  if  the  Directors 
choose,  they  can  mit^mauage  the  Bank  quite  aa  easily  under  tho 
Act  as  before  it.  Lord  Overstone  justly  pointed  out  that  the 
radical  vice  of  tlie  Bank  principle  of  1832  was  that  the  Bank 
might  be  completely  drained  of  gold  without  a  single  n<«te  being 
withdrawn  from  the  hands  of  tho  public :  the  Brink  Act  was 
expresaly  framed  with  the  intention  of  compelling  the  Directors  to 
withdmw  notes  from  the  public  exactly  as  gold  was  drnwn  out  of 
the  Bank,  Ikt  it  was  decisi?ely  proved  in  April,  1847,  that  the 
Bank  Act  had  pi'ccisely  the  same  radical  defect  as  the  Bank  prin* 
ciple  of  1832  ;  the  Directors  allowed  many  millions  of  gold  to  be 
withdrawn  from  the  Bank  without  withdrawing  a  single  nolo 
from  the  public,  and  the  pretciulud  *•  Mccliauicjil ''  action  of  the 
Act  wholly  failed  to  prevent  them  doing  so — that  the  Act  was 
expressly  framed  with  the  expectation  that  it  would  prevent  com* 
mercial  panics,  and  that  it  has  wholly  failed  in  doing  so :  and 
hitherto  panics  have  recurred  with  the  same  regularity  as  before 
-^aud,  furthermore,  although  the  Act  fa  in  no  sense  whatever  tha 
original  cause  or  source  of  these  crises,  yet,  when  they  do  occqFi 
and  they  ^mch  a  certain  degree  of  intensity*  the  oi)cratiou  of  th« 
Actt  by  visibly  limiting  the  means  of  asHiHtance,  dee}K^ns  a  severa 
monetary  pressure  into  a  panic,  which  can  only  be  allayed  by  it« 
ill^jiension,  and  a  violation  of  its  principles 

In  every  oue  of  these  respects  the  Bank  Act  hajn  couiplelelr 
failed  :  and  in  Regard  to  the^e  thiug^  its  credit  atid  reputation  xm 
utterly  dead  and  gone.     U  ia«  therefore,  necessary  to  ejouuioa 
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fairly  the  argunitiiita  alleged  in  iU  favour,  and  the  reasons  urged 
why  it  fihould  Htill  ije  maiiitaiued 

The  supporters  of  the  Act,  allowing  that  it  haa  failed  in  some 
resiiectSj  yet  maintain  that  the  Directors  having  committed  the 
ianie  raischievooa  errors  as  they  had  done  before  it,  it  arrested 
their  mia-inanagement  nuich  sooner  than  would  otherwise  have 
been  the  case ;  and  that  when  the  panic  did  occur,  it  was  ODiy 
throngh  the  Act  that  the  Bank  had  six  millions  of  gold  to  meet 
the  crisis;  and  that,  by  this  moans,  the  convertibility  of  the  Noto 
was  secured 

So  far  as  regards  tiie  crisis  of  1847,  it  must  be  admitted  that 
there  is  much  force  and  truth  in  this  argument.  The  Directors 
at  that  date  shewed  that  they  had  not  yet  acqnircd  the  true  prin- 
ciples of  Banking,  and  it  must  be  conceded  that  it  was  entircly 
owing  to  the  Act  that  they  were  checked  m  their  mistaken  policy 
while  there  was  still  six  millions  of  gold  in  the  Bank 

But  the  same  ground  of  censnre  did  not  apply  to  tlie  crisis  of 
1867.  In  the  interval  between  1847  and  Ds57,  tlie  Dinctora 
really  at  last  gTa^^Mjd  the  true  method  of  controlling  the  Paper 
Currency  by  means  of  the  Ilate  of  Disconnt,  The  truth  of  this 
principle  was  probably  more  enforced  npon  their  attciition  by  the 
limitation  imposed  by  the  Act  than  it  woidd  otherwise  have  been. 
It  haa  never  been  alleged  that  the  crisis  of  1857  was  in  any  way 
d«e  to  the  Act.  But  it  is  a  matter  of  positive  certainty  that  since 
that  date  the  Bank  has  fully  recognised  and  adopted  the  principle 
of  governing  the  Paper  Cnrrency  by  means  of  the  Kate  of  Dis- 
count* The  same  rnle  has  been  adopted  by  the  Bank  of  France, 
find  this  is  now  the  recognised  principle  by  which  every  Bank  is 
managed.  Certainly,  since  1857,  there  has  not  been  a  breath 
of  blame  on  the  general  managenieiit  of  the  Bank.  Granting 
every  merit  whteli  can  fairly  be  duo  to  the  Act,  that  it  has  com- 
pelled the  recognition  and  adoption  of  this  priucii>Ie  some  years 
earlier  than  it  otherwiije  wonid  have  been,  it  may  be  said  that  the 
Act  has  now  fnltilled  its  purpose.  It  has  done  all  the  good  that 
it  can  do.  The  Directors  now  perleetly  undej'staud,  and  liave 
ever  since  1857,  conducted  the  Bank  with  the  greatest  success  on 
sound  principles.  Iliiviiig,  therefore,  accomplished  this  great 
purpose,  the  Act  has  done  its  work,  and  bus  ceased  to  be  neces- 
sary :   and  its  operation  at  other  most  important  times  being 
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proved  to  be  injartons  by  the  most  overwhelming  evidence,  li 
may  now  be  safely  and  advantageonsly  repealed — so  far,  at  least» 
as  regards  the  limitation  of  its  power  of  issue.  And  the  reason 
for  the  expediency  of  this  cliange  is  this— ► 

Under  tha  present  sysUm  of  Commercial  Credit^  there  must 
be  sonie  Source  with  Ihe  power  of  iseuittff  undoubted  Credit  to 
iupport  solvent  Commercial  Houses  in  times  of  Monetary  Panic 

It  has  been  conclusively  shewn  in  tlie  preceding  remarks,  that 
it  is  entirely  futile  to  expect  that  Commercial  Crises  can  ba 
prevented,  and  that  they  occur  with  precisely  the  same  violeooe 
in  places  where  there  is  a  purely  metallic  carrcncy  as  anywhere 
else.  Hence  the  illusions  in  this  respect,  on  which  the  Act  was 
foinukd,  are  now  completely  vanished 

In  all  casos,  houses  which  are  clearly  iusalveufc  shoald  not  bo 
fiupportcd;  they  ongfit  to  bo  compelled  to  stop  without  any 
hesitation.  To  support  such  houses  is  a  fraud  upon  their  creditorei. 
But  under  our  complicated  system  of  commerce,  the  Credit  of 
even  the  most  solvent  houses  is  so  intertwined  and  connected  with 
othere,  that  no  one  can  tell  how  far  any  house,  e?en  of  the  highest 
name,  is  solvent.  Oonsequon tly,  every  one  is  affected  by  this 
universal  discredit.  Many  houses  which  are  really  solvent*  may 
have  their  assets  lo<iked  up  in  some  form  which  is  not  rutidily  con- 
vertible. Under  such  circumstances  it  is  absolutely  indispensable, 
to  prevent  nniversal  ruin,  that  there  should  be  some  source  to 
afford  undoubted  credit  to  houses  which  can  prove  their  solvency. 
And  there  are  bat  two  sources  from  which  such  credit  can  bo 
idsaed — the  Govoruracnt  and  the  Bank  of  England 

In  1793,  the  Bank  resolutely  refused  to  support  Commercial 
Credit,  and  the  Government  were  obliged  to  assist  solvent  hoascs 
with  Exchequer  bills,  and  this  saved  the  commercial  community 
fi'om  rain.  In  1797,  the  Bank  also  refused  to  support  commeroey 
and  the  result  was  ito  own  stoppage.    Ailer  the  si  how* 

ever,  it  largely  extended  its  issues,  and  commerce  w*  l 

In  every  commcixjial  crisis  since  1797,  however  sternly  tho 
Bank  has  adopted  the  Bestrictive  Theory  at  first,  it  baa 
altimattdy  been  driven  to  abandon  it,  and  adopt  the  Expansive 
Theory.    In  1825,  wliilo  the  Bank  persisted  iu  the  Beatrictive 
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Theory,  eome  eminent  bankers  stopped  payment  with  assets  worth 
40«,  in  tlio  pound.  Two  days  afterwards  the  Bank  changed  ita 
policy,  and  issued  notes  with  the  most  profuse  ItbcraHty,  and  the 
panic  vanished.  If  the  Bank  had  adopted  this  principle  at  first, 
and  assisted  those  bankers  who  were  really  solvent,  they  would 
have  iK^cn  saved  from  stopping  payment 

The  very  same  principle  was  decisively  proved  in  1847,  1857, 
and  18GG  ;  the  Restrictive  Tlicory  was  in  those  ycai-s  enforced 
by  law.  But  no  Oovernnicnt  could  maintain  the  Act  and  the 
Restrictive  Theory  to  the  bitter  end,  and  face  the  consequences 
of  producing  universal  ruin  in  pursuance  of  a  Theory,  which  the 
mo<st  distii^guished  authorities  of  former  timea  had  nnanimoualy 
condemned 

It  is^  therefore,  irrefrajjably  proved  by  the  nnanimous  opinion 
of  the  most  eminent  commercial  authorities,  and  the  clear 
experience  of  100  yeai-s,  that  the  Restrictive  Theory  in  a 
commercial  crisis  ia  a  fatal  delusion ;  and  that  when  a  commercial 
panic  ia  impending,  the  only  way  to  avert  and  allay  it  is  to  give 
prompt,  immediate,  and  liberal  assistance  to  all  honseii  who  can 
prove  themselves  to  be  Hulvent;  at  the  sam^  time  alluwini^  alt 
houses  which  are  really  insolvent  to  go.  Universal  expcricucQ 
proves  that  tliis  is  the  oiihj  means  of  separating  the  sound  from 
the  tmsound,  and  averting  general  ruin  by  preserving  the  former 

An  Excessive  Restriction  of  Credit  produces  and 
causes  a  Run  for  Gold 


20.  As  a  matter  of  fact  it  is  perfectly  well  known  to  all 
bankers  that  an  excessive  restriction  of  cmdit  prcdtices  and  catises 
a  run  for  gold 

Sir  William  Forbes,  in  his  interesting  Memoirs  of  a  Bankiiuf 
Earns,  says  of  the  crisis  of  17U;j — "These  proceedings,  wfiich 
obviously  foreboded  a  risk  of  bostilities,  were  the  signal  for  a 
check  on  mercantile  crcdit  all  over  the  kingdom  ;  and  thai  check 
led  by  consequence  t^  a  iktmmd  on  hankers  far  the  monei/  depasHsd 
with  them,  in  order  to  supply  the  want^  of  mercantile  men  " 

The  Bulliou  lieport  expressly  altril)utes  the  stoppage  of  the 
Bank  in  171^7  to  the  merciless  restriction  of  Credit 

In  1857,  discounts  had  ceased  at  the  yarions  banks,  and  a 
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general  run  was  commencing  upon  them,  when  the  Treasoiy 
letter  came :  this  allayed  the  panic,  and  stopped  the  run 

In  180B,  matters  were  a  great  deal  worse.  In  conaequcnce  of 
the  reBtriction  on  Credit,  a  most  severe  and  general  run  took 
place  on  all  the  London  bankers.  The  sura  paid  away  duriujj 
the  panic  can  probably  never  be  known,  but  it  was  something 
perfectly  fabulous.  And  this  general  run  upon  the  bankers  was 
certainly  canned  and  produced  by  the  excessive  restriction  of 
Credit,  caused  by  the  Bunk  Act 

The  result  of  su^h  an  Act  was  most  distinctly  predicted  by 
rienry  Thornton,  one  of  the  joint  authors  of  the  Bullion  Ileport, 
in  his  treatise  on  the  Paper  Credit  of  Great  Britain,  published  in 
1802.     He  says— 

"Two  kinds  of  error  on  the  subject  of  the  affairs  of  the  Bank 
of  England  have  been  prevalent.  Some  political  persons  have 
tissuuicd  it  to  be  a  priuciple,  tJiat  in  proportion  as  the  gold  of  the 
Bank  lessens,  its  paper,  or,  as  is  sometimes  said,  its  loans  (for  the 
aiiiouut  of  the  one  has  been  confounded  with  that  of  the  other), 
ou;L,'ht  to  be  ru«luced.  It  has  been  already  shewn,  that  a 
maxim  of  this  sort,  if  strictly  followed  up,  woiUd 
lead  to  universal  failure" 

The  Bank  Act  of  184i  wiis  coustrncted  on  this  precise 
principle,  and  Thornton's  prediction  has  been  strictly  verified 

Seeing,  then,  tlmt  it  is  a  matter  of  absohite  demonstmtiott 
tliat  it  is  indispensably  neees^u'y  that  there  must  be  some  soor^^ 
having  the  power  to  issue  solid  Credit  to  support  solvent  houses 
in  Monetary  Panics,  it  only  remains  to  consider  whether  that 
source  should  be  the  Government,  or  the  Bonk — and  very  oou- 
viuuing  reasuus  shew  that  it  ought  to  be  the  Bank  rather  than 
the  Oovernmcut 

Sneh  a  duly  is  qnite  out  of  the  usual  line  of  the  Govenuneut. 
They  must  issue  a  Bpecial  Commission  to  investigate  tlie  solveney 
of  those  merchants  who  ai*k  for  assistance,  Huch  a  Commission 
would  never  bo  uppoiutcd  until  matters  had  become  very  severe, 
and  much  suffering  wouhl  be  caused  by  the  unnccesLsary  delay 

But  such  a  thing  is  the  ordinary  and  every  day  bosineaa  of 
the  Bank.  Tfie  raerehtiMt  siin[)ly  goes  in  th«  ordinary  way  of 
buAinefis  to  the  Directors,  satisfies  them  of  hia  solvency,  givet  the 
ry  security,  and  roanvcs  the  ussij^tauce  witboot  delaj  . 
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ThcBC  considerations^  as  well  as  others  that  might  be  adduced, 
show  that  the  proper  source  to  have  thiB  power  is  the  Bank  of 
England  and  not  the  Government 

21.  Some  persons,  however,  might  suppose  tliat  such  an  issue 
of  notes  might  turn  the  Foreign  Exchautjes  agaiust  tljc  country. 
It  was  formerly  supposed^  and  the  idea  pervaded  Sir  Rolx;rt  PecFs 
upeechj  that  the  Foreign  Exchanges  ai-c  muinly  influenced  by  the 
numerical  amount  of  Notes  issued.  But  in  nioderu  Limes  it  has 
been  proved  that  the  Ralfi  of  Discmmt  is  an  iufinitdy  more  power- 
ful method  of  acting  on  the  Exchauges  than  the  amount  of  Notes. 
And  this  may  be  said  to  be  a  new  discovery  since  Sir  Robert  PeeFa 
Bpeech  ;  for  there  is  not  a  trace  of  the  principle  t^  be  found  in  it. 
In  former  times^  certainly,  when  there  were  raultitiules  of  Banks 
issuing  torrents  of  Notes,  these  Notes  lowered  the  Rate  of  Dis- 
count, and  di'ovo  bullina  out  of  the  country.  But  under  the 
modem  system,  when  these  issues  have  l>cen  liapi>ily  suppressed, 
all  danger  on  this  score  has  vanished :  and  under  proBcut  eircam- 
fitances  no  issues  are  excessive  which  do  not  lower  tJis  Rate  of 
DUcount 

The  doctrine  laid  down  in  the  Bullion  Report,  and  hj  all  the 
most  eminent  authorities  of  that  period,  was,  that  the  true 
criterion  of  tho  proper  quantity  of  Paper  Currency  was  not  in  its 
numerical  amount,  hot  the  state  of  the  Foreign  Exchanges  and 
the  Market  Price  of  Gold  Bullion.  Tliis  doctrine  was  true  so  far 
as  it  went:  but  unfortunately  they  never  investigated  the  correct 
method  of  keejnng  the  Paper  Currency  in  its  proper  state.  The 
principal  method  thought  of  until  after  Sir  Robert  PeefB  time, 
was  simply  diminiahing  its  numerical  amount.  It  13  true  that 
raising  the  liate  of  Discount  was  reckoned  among  the  subsidiary 
methods  of  curbing  it,  but  so  little  was  its  true  importuuee  under- 
stood, that  it  was  uot  even  mentioned  by  Sir  Rol^ert  Peel.  Since 
his  time,  however,  it  has  been  demonstrated  by  argument,  and 
proved  by  conclusive  experience,  that  it  is  the  true  supreme 
power  of  controlling  the  exchangres  and  the  Paper 
Currency,  and  that  all  other  metliods  are  insignific^ant  com- 
pared to  it.  And  since  tho  Directors  now  thoroughly  umlei*?tand 
and  act  upon  this  principle,  they  mu)'  be  enirubted  with  uulimited 
oowers  of  issue 
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hi  Miiiirffiim^t.ftvill  to 
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nUtmhi  tuA.  \m  nii^rcimntji,  and  great 
MifkotK.  'Dh^  Duty  of  a  banker  fre«iaeiiil|]r 
U  HuiHi/itu\t\'in  Uff  ilic  Interest  of  a 
4m</  in  ti>  kii  |r  hnitM/'ir  always  ia  a  poaition  to  meet  liia  ItaWftiBi 
tm  iUumuii ;  u(»(i  Mrlirii  Itiire  is  a  |fm»nre  opon  bim,  H  k  tiif  doij 
^1  ralMi  iUi>  ifflou  of  liii  money*  But  Uie  Interest  oratocr* 
nb^M  upaapoaible.  Henoe^ 

M*  lie  ComiMnid  tiodtf, 

lh<i  Intoreat  *tt  tU**  body  from  which  they  come  bae  beea  fra- 
ijiM'rif ly  ojfpiHMfl  id  UK'ir  Duty  ag  Dinctors  of  the  Batik.  Astd^ 
turtimlj,  Ii  imiMiot  {m  tkuM  that  their  sjinpathj  for  the  body  to 
whhili  I  Iif7  hfOdri^fMl  tiJiM  interfered  n  tth  their  pro]>er  coarse  of 
Mittiofi  HM  hlhiluiM  (jf  th(t  liiiuk^  ikud  litttt  been  the  cuuse  of  maiij 

TUu  wh^lr  jMi        '     "Ttho  wuhject  havo  now  been  brought  to 
BirkUf  n*Ui\\Uit  nUturK     If,  there foR',  the  Dircct<.ir8  find 

iltMmw«lvni  HMiihIo  to  wiOimIuimI  Commerciul  pressure,  and  fiiliil 
tf»M)r  iiMilohhled  duty,  it  would  tut^m  to  rai^o  the qoei^tioti  whether 
iolfUi  rnodlfh^iitioii  of  th«  eurtNtitnciun  of  the  Directorate  might  not 
\m  dtt^inthh',  luid  whi*l)M'r  ii  rcrtnin  jHirtiou  uf  them,  at  least, 
nhould  ii"l  Ui  fiM  uHr<*urii'(<MHl  with  coniniuree  a^  {irivutc  btinkera 
lirtt,  *\%\M  lira  V0ry  f(c»od  nnia(»na  why  they  should  not  be 
'    '   '       hum  the  ('omnu'reiul  bnly 

I  Ml  I  UK  Wright  uf  practieid  considerations  ia  in 
IHVUIM  •'<  MuliiniiK  lhi<  Uiink  U)  ita  anginai  condition, and  oboliah* 
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ing  tlie  Beparation  of  the  two  dcpaTtments  j  which  has  been 
shewn  was  intended  to  carry  out  a  particular  Theory,  bofc  wliich 
it  wholly  fails  to  do.  For  while  times  are  quiet,  or  even  during  a 
tolerably  Bcvcrc  monetary  |srcssure»  the  Act  is  wholly  in  abeyance, 
it  is  utterly  inoperative.  But  when  a  real  commennal  crisis  takes 
place,  and  it  totally  faila  to  prevent  these,  aa  it  was  expected  to  do 
— and  when  that  crisis  has  deepened  beyoud  a  ceiiain  degree  of 
intensity,  then  the  Act  sprin^^s  iuto  action  with  deadly  effect.  It 
prerentfi  by  Law  the  only  course  being  adopted  which  the  un- 
varying experience  of  100  years  has  shewn  to  be  iiidisfiensable  to 
avert  a  panic,  namely,  a  timely  and  liberal  assistance  to  solvent 
houses :  then  follows  a  wild  panic ;  and  if  the  Act  were  rigorously 
maintained,  then  univei-sal  min 

There  is  abo  another  circurastunce  of  the  ^e^itest  importance 
to  be  observed,  but  which  has  not  obtained  sutlicient  notice.  By 
the  Bank  Act  of  1838,  Bank  Notes  are  made  legal  tender  only 
while  the  Batilc  jmi/s  its  Notes  in  gold  on  demamh  As  soon  as  it 
ceases  to  do  so,  no  one  can  be  compelled  to  take  them,  any  more 
than  any  other  bank  notes.  CoMcqueutly,  if  the  Bnnk  were  com- 
pelled to  stop  payment  in  a  panic,  by  enforcing  the  Bank  Act  of 
1844,  to  its  last  extremity,  as  it  most  certainly  would  have  done 
in  1847,  1857,  and  18GC,  its  Notes  immediately  ceaBC  to  be  legal 
tender  by  the  Bank  Act  of  1833,  and  their  holders  could  not 
compel  any  one  to  reeeive  tlicm  in  payment  of  a  debt 

The  true  object  of  the  Act  is  to  ensnre  the  convertihility  of 
the  Bank  Note.  But  the  principle  of  the  Act,  or  the  machinery 
devised  for  that  purpose,  is  merely  a  means  to  that  end,  aud  it 
has  been  proved  to  be  defective.  A  better  means  of  attaining  the 
object  of  the  Act  has  been  ascertained  and  demonstrated  to  be 
true  by  the  strictest  scieutiiic  reasouingt  as  well  us  by  abundant 
experience,  since  the  passiog  of  the  Act,  which  is  acknowledged  to 
be  efficacious,  and,  therefore,  the  Act  is  no  longer  necessary.  The 
necessity  of  passing  the  Act  was  a  deep  discredit  to  the  Directors 
of  the  Bank.  It  was  a  declaration  timt  they  were  not  comjietent 
to  manage  their  own  buBiness.  But  now  that  they  have  shewn 
that  they  are  pt-rfcctly  able  to  do  so,  it  is  no  longer  necessary.  It 
may  be  sometimes  nea'S^ary  to  put  a  patient  into  a  stiuit- waist- 
coat ;  but  when  the  [»atient  is  perfectly  recovered,  and  is  restored 
to  hifl  right  mind,  the  stmit-waiutcoat  may  be  removed — especially 
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23«  In  the  debate  cm  Mr*  Axu^efvaii's  motioin  in  the  IIors^ 
of  (Uinunhun,  on  the  2511)  March,  1873i,  Ibe  Cbanftllor  of  the 
Hxohcrincr,  Mr.  Lowe,  seemed  lo  larn  eocnniercial  paotcs  into 
rMfictilff.  ][e  nairi  thnt  we  nercr  bear  of  mOitary  panics,  or  imfal 
|iiinlf!^  ;.  why,  tlMri,  Hhoolrl  we  hear  of  comroencial  panics?  Ho 
i^mmA  to  foiMJcli^r  Kiiglirth  merchants  as  an  inferior  bwKsl  of  men 
in  Ku\r\\nU  mldkn  and  English  sailors.  For  once  the  Right 
Hofiottmble  geutleman'B  acnmcn  was  at  fanJt,  The  anologj  is 
ivholty  crtoni^oiiM.  It  k  the  duty  of  military  and  naral  men  to 
fiu'x  lb-ail  I  J  it  In  their  profl-Hsion.  But  it  is  not  the  duty  of  oom- 
ntrM'riiil  men  tt>  face  niin  with  equal  eqaaniniity*  Under  the 
HHrth'rii  M)Ht{'(ri  of  commerce,  discount  is  as  necessary  to  commereial 
filHliiire  im  iiir  ih  to  tho  life  of  the  body.  When  the  whole  oom- 
HMi<  liil  •HMiiHiuiiity  Mcc'»  the  very  ineiiM  of  their  existence  rapidly 
(biriMHMliii)^  bcfiM'o  their  cyfn,  they  naturally  rush  to  obtiiin  NoU-s 
whlln  Wwy  (UMi,  and  on  Atieh  oc^casionii  no  raisiug  of  the  Kate  of 
tH«i'<Miitl  I'MU  tAuvk  the  demand.  If  they  cannot  get  Notes,  '' 
niM  for  U«ifd.  .S«Hih  a  Mtnte  uf  thing*  naturally  and  incT) 
|iri«(n(»«'rt,  aud  iuvunidily  will  produce  a  [lanic.  Tl>e  analtijxy 
ol  Ihti  tlliirk  MmIo  la  rtilcutta  ia  much  moi^e  true.  When  1.70 
nrti|iih(«d  uww  wi^iVHhut  up  for  a  whole  ni|;ht«  in  a  tropical  climate, 
hi  (I  I'MMiii  IrwH  \\m\  tw«*nly  feel  srjtiurc,  with  only  one  anmll  window 
to  adttiil  M\\  iIm7  iM^uraUy  funxdit  uud  Atrnggted  to  get  ufiar  it  to 
pi'oMiM'vti  ilui(r  i^KiiihtuiH^  Under  such  circumstances  there  was, 
iind  (hi>h«  id\uk,v«  wnuld  he  a  piinic.  So»  in  the  commerctal  world, 
«Ih»»  Mu'V  !«'»•  the  very  menu*  of  their  exiatenco  nipidly  dimi- 
II  fviiv  thrir  vyv*,  (hoy  naturally  fight  and  struggle  to  get 

|u  ,;  of  It,  iiud  they  alwaya  will  do  80  under  similar  circnm- 

AbMuiwi.     If  iha  'MVinvuoy  Pnnciple"  wero  carried  out  to  the  \tusl 
y  ''  ■        irrivors  of  t'  1 

Iv  more  nnui'  * 

IVIVViyulll  uf  ItiiA  lUaet  lloAo  oT  l%ilcmui 

Mn     VVi«  ^Hms  m>6  Uvsl  H<r  XUltti  INm*!  was  ^n*ttl}t  d«jeiv«d 
IH  hit  i^ii^iUiKm  iUi  t  W  l(Hiit«iiMci  of  iIm  Bank's  power  of 
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would  prevent  comracmal  crises.  On  this  occnsion  he  errefl,  as 
Ko  lutMty  otlierfi  have  erreJ,  in  Econt>iuic8,  by  tao  limited  a  oon- 
feidcration  of  facts.  It  is  true  tluit  on  some  occasions  the  Bunk 
had  fostered  an  over-spirit  of  speculation  by  too  }>rofuse  nn  ist^iie 
of  notes.  But  commcreial  crises  occur  from  other  cuiises  lui'^ides: 
they  have  occm-red  when  there  was  no  profuse  issue  of  notes,  and 
in  places  where  there  were  no  notes  beyond  bullion.  Whenever 
there  are  expected  to  be  great  fluctoations  in  prices  frc^m  what- 
ever caiiso  arising — cither  from  great  scarcity  or  from  grcat 
abundance — from  the  transition  fn^ra  peace  to  war,  or  from  war 
to  peace — from  the  discovery  of  new  profitable  openings  of  every 
description — from  great  disturbance  in  the  usual  course  of  trade — 
the  speculative  or  gumbting  propensity  is  sure  to  be  called  fortli, 
and  lead  to  a  pressure  more  or  less  intense.  In  1694  the  tmt 
joint  stock  mania  took  place,  when  tliere  was  no  excessive  credit. 
In  1720  there  was  no  excessive  i&sne  of  notes.  In  17C3  there 
waa  no  excessive  issue  of  notes,  and  the  great  commercial  crises 
of  that  year  took  place  at  Amsterdam,  wlicre  the  '*  CniTcncy 
Principle *'  was  in  full  operation.  In  1772  there  were  excessive 
issues  of  notes,  which  greatly  cotiduced  to  the  crisis.  In  1783 
the  crisis  seems  to  have  been  due  to  the  transition  from  war  to 
peace.  Before  1793  there  were  excessive  issues  of  notes  by  the 
miserable  traders  whom  the  monopoly  of  the  Bank  permitted  to 
grow  up  as  bankers.  Previous  to  171>7  the  Bank  itself  hi\d  made 
excessive  issues,  compillcd  thereto  by  Pitt.  In  1808  the  ]>ank 
greatly  fostered  the  spirit  of  speculntion.  In  l.S'24  and  1825  the 
Bank  was  far  too  long  before  it  coutractod  its  issues.  8o  also  in 
183(3  and  1839.  But  in  1847.  1857,  and  in  18C6,  the  great  crises 
wei-e  in  no  way  whatever  attributable  to  excessive  issues.  In  1847 
it  was  excessive  railway  speculation.  In  1857  it  was  due  to  a 
fif'ries  of  causes  wholly  irrespective  of  issues,  and  in  that  year  the 
fcvcrity  of  the  crisis  at  Hamburg,  where  the  "Currency  Principle*' 
is  carried  out,  was  so  great  thufc  the  Government  was  obliged 
to  come  forward  to  create  a  solid  credit  to  support  solvent  hi>ufces. 
In  1866  there  were  no  excessive  if!i?ucs  of  notes.  The  most 
bigoted  opponent  of  the  Bank  could  by  no  possibility  say  that 
i!ie  crises  of  1857  and  180(5  were  in  any  way  whatever  attri- 
butable to  the  Bank,  or  could,  by  any  [Jossibility  have  been 
averted  by  any  management  of  the  llnnk 

TOli.  II.  Ilfl 


t70     THROKT  AVD  PSACTICE  OT 

Th«  crwM  of  1808  vil  dae  io  tfae 
Ammmn  markeU.    Thai  of  18^  to  tiie 

w/yfkifj|^  fi/rei|fpi  mioeK.    lliai  ctf  l^sSC  pardj  to  liie 

nhtt  i/f  Joint  Htock  Bsaks.    Thit  of  1847  te  cmiie  zslvftj 

f(f>e^Utl<mii.     Hjat  of  181^7  to  aeeadrt  trw&D^ 

ArmrkA,    That  of  18^6  to  the  too  n{»d  iidimiiM 

(UrtttimnkM  on  the  limited  liabililj  princfple.    Heooe  «e  see  that 

M  kw  fiMde  on  the  imppotitioo  tliat  afl  cnsse  are  caned  l^-a 

li^rmmMtAruief  and  whoae  operation  is  onlj  adiftod  to 

tmmi  n«ccMarilj  fail 

Mr  Itr^iort  Peel  waa  farther  in  error  in  njin&  thai 
IHtrU^H  iff  ry/mmercial  crisia  priTate  pemoa  make  adTaaoea.  It 
imy,  imrUuim,  }m\fi)en  that  here  and  there  a  pdrafce  penoo  bhij 
im\ni  M  frUmtlf  \mt,  aa  a  general  role,  it  ia  whoflj  withoot  foanda- 
lUm.  It  WON  olinerved,  before  the  paaaii^  of  die  Act,  that  in 
tiifM^  of  ri^immercial  preaiare  there  was  a  geoenl  teofdeocj  to 
\umr(\,  Thin  wm  olMierved  in  1825,  in  18S6,  and  in  18S9.  And 
Mn  UmtUtnay  wtM  greatly  aggravated  by  the  Act  of  1844,  and  was 
<liN|»iiiyi'4  with  far  greater  intenaitj  in  1847.  When  the  poblic 
Miw  Umt  till)  Hatik'fi  reserve  wasMiminifihing  so  n^idlj,  and  no  one 
kntiW  whiit  would  )m  done,  a  general  rash  was  made  at  its  notes, 
lifMl  tlifty  wttrti  lioiirdcd  away  in  millions.  No  sooner  was  the  Act 
MiiM)K;ii(lml  tluin  Utcy  came  forth  in  millions  from  their  hiding  (Jaces, 
and  Umi  \niuUi  iMuwcdaway.  Therefore,  in  this  fundamental  point, 
ilmru  \n  no  doubt  wliatisvcr  that  Sir  Robert  Peel  was  entirely 
wron^,  und  tltiit  tho  allegation  of  the  opponents  of  the  Act  is 
Hi  ri«;tly  JuNtifiod— that,  when  a  pressare  reaches  a  certain  point, 
Mhi  Avi  HggmviitcM  and  lulcimifieB  it  into  a  panic,  which  can  only 
Ut  allayiid  hy  tlio  MUNponsion  of  the  Act 

Mor<j(iv(«i'p  Hir  Uolun't  Peel  was  quite  mistaken  in  sapposing 
(hut  ImnkorN  only  nialcu  ivdvances  out  of  bond  fide  capital.  This 
in  HO  fully  Mitt  forth  in  tho  chapter  on  the  Theory  of  Banking,  that 
Wit  niMid  only  to  h^niind  our  readers  that  all  banking  adTances  are 
inuild,  ill  tlin  llrHt  iuMtunco,  by  creating:  credit.  Every  banker 
I  iiowH  imrfi'iitly  well  that  an  exeehHive  restriction  of  credit  causes 
Hud  iirodui'im  a  run  for  gold.  When  the  banks  see  that  they  can 
tf<^t  no  iMiiiMtaniui  from  the  Hunk  of  England,  they  must  cease  dis- 
itoitnting,  Hut  if  tlu^  eeaiui  discounting,  their  customers  have 
mill  cuigiigfinnnU*  to  meet,  which,  of  course,  tbf»y  will  do  as  long 
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as  they  caa ;  and,  in  order  to  do  so,  they  have  no  other  resource 
but  to  draw  their  balances,  and  this,  of  coui-se,  will  end  in  making 
their  bankers  stop  payment ;  and  bankers  and  ciiHtoiners  will  fall 
together 

Many  pei'sons  have  olMGrvcd  that  the  variations  in  the  Rate  of 
Discount  have  been  mneli  more  freqiietit  since  the  Act  than  before 
it;  and  Lbcy  mftintain  that  the  Bank  Act  is  the  cause  of  these 
variations.  In  answer  to  this,  it  may  be  said  that  it  was  the  very 
fixednei>L«;  of  the  Rate  of  Discount  in  former  times  that  was  the 
main  cause  of  many  cnlamities;  and  that  if  the  variatious  had 
been  more  frequent  and  severe,  these  calamities  would  have  been 
fiaved.  And  as  for  the  frequent  variations  eincD  the  Act,  it  may 
be  confidently  said  that  the  Bank  Act  is  in  no  way  whatever  their 
caase.  Their  true  caase  is  the  increased  knowledge  of  the  true 
Bcien title  principles  of  Bunking,  and  the  increased  speed  and 
cheapness  with  which  bullion  now  flies  from  one  commercial 
otMitre  to  anntlier 

These  considerations*  give  a  final  and  conchisive  answer  to 
those  persona  who  conceive  that  the  Rate  of  Discount  can  be  kept 
fixed.  ,  These  variations  are  in  modern  times  absolutely  indispen- 
sable, and  the  only  method  by  which  the  Bank  can  preserve  its 
security.  They  must  necessarily  have  been  made,  had  the  Bank 
Act  never  existed  at  all.  In  fact,  if  this  principle  of  controlling 
Paper  Currency  had  been  understood  and  acted  upon  in  former 
times,  there  never  would  have  l>een  any  necessity  for  the  Act.  It 
was  the  very  ignomincc  or  nt'glect  of  this  principle  which  had 
brought  the  Bank  into  danger  so  many  times  before 


25.  It  is  a  matter  of  very  serious  doubt  indeed  whether  the 
sweeping  words  of  the  Bank  Act  of  18U  have  not  rendered  all 
English  banking  illegah  For  the  eleventh  section  enacts,  in  the 
broadest  possible  terms,  that  no  banker  "  shall  make  any  engage- 
ment for  the  payment  of  money  payable  to  l)eaj'er  on  demand/* 
Now  we  have  shewn  the  utter  misconceiitiou  of  the  very  nature  of 
banking  business  so  generally  prevalent,  even  among  persons  who 
might  naturally  have  been  exfiected  to  have  been  better  informed. 
Thus,  even  Gilbart  and  Lord  Overstone  consider  the  business  of 
banking  to  consist  in  borrowing  money  from  one  set  of  persons 
aod  lendiiig  it  to  another.    So,  also,  poiagraph  62  of  the  Re|Hjrt 
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ili»cRMoriS57s 
vlikii  «i  hove  aIkwIi' 
filoltfd,  Mf^— *«  tki  UM§  if  M9M^^  tmd  thai  mO^,  Omj  ngard  i» 

llie  proTioce  of  a  Ijaatt,  wbtftber  a  priTvte  penom  or  tnoorponticiiL. 
orul  the  bank:       '      -f  m^nt  of  the  Bsnk  of  Bnglwid  ** 

Hoir  we  liu  rul  uvr^r  again  pomted  oai  tli»t  tins  is  tbr 

bmtiiflv  <yf  A  HiU  \im'MV\x\UiTf  and  not  of  a  ^  Banker.^  A  bnnb^ 
ii9T«r  lend«  money,  in  the  Brst  instance;  tre  bavti  aheadjr  espbuned 
that  the  very  cwicnce  of  bankiTii^  tg  to  creali!  Onddit^  or  liAbilkiea 
payable  to  bearer  on  demand.  We  have  already  sbewn^  how 
completely  Mr,  Card  well  and  Mn  Wilaon  were  mistaken  na  to  the 
very  nature  of  the  bti^ineaii  of  hanking.  Eqnally  ill  Informed, 
aljio,  wad  Mill,  for,  in  the  early  editions  of  hia  Political  Economy^ 
ho  hoA  this  note  in  hifl  chapter  on  the  Rtijulation  of  Cttrrency, 
Fiook  III.,  ch.  24,  §  3.—"  It  wonld  not  be  to  tiie  purpose  to  say, 
by  way  of  objection,  thiifc  the  ol»8ta<:le  may  be  evaded  by  g^ranting 
the  increased  advance  in  book  credits,  to  be  drawn  against  by 
cheques,  witliont  tlie  aid  of  hank  iiotea.  This  is,  indeed,  j>ossrble, 
as  Mr.  Fullurtoii  hits  rrmurk«Ml,  and  aa  I  have  myself  said  in  a 
former  chapter,  /hit  thin  nubMuh  for  bmh  tiote  rurremy  cer- 
tambj  hoM  not  yd  (mm  aryanisfid  (/  /) ;  and  the  law  having  clejirly 
nuitiifetted  ItB  intention  tliat,  in  the  cuse  snpposed,  increaseri 
Credits  should  not  hf  f/rinffnf,  it  is  yet  a  prublem  whether  the  law 
would  not  reach  tv/utt  miyht  he  reyardM  as  an  &vasion  of  it»  jmf- 
hibitionSf  or  whether  defcrenoo  to  the  law  would  not  produei^  (as 
it  has  hitherto  done  ()  on  the  purt  of  hanking  establisliminU, 
conformity  to  its  jupirit  and  pnri)ost\  t\&  well  as  to  its  mere  letter" 

Now  what  Mill,  in  this  extract,  mki  had  never  yet  been  or- 
ganised, happens  to  bo  the  pRTise  thing  in  which  "banking** 
oonsifltjs !  It  is  right  to  add,  that  in  the  later  editions  of  bis 
work  this  panigraph  has  l>een  omitted 

But  though  Mill  ahewcd  his  ignorance  of  tbe  ^iiM^g  Cietii  in 
tliis  ease,  his  admission  is  \*alttahlo  that  Uii«  pracike  it  a  direct 
violation  of  the  spirit  and  jinrpoBe  of  the  Baidt  Ad ;  Iwi  vbelher 
it  lA  not  aUo  a  direct  vi^^lation  of  iIb  lUkr^  n  vfTj  arioarij 
(hiiihtful 

All  iMUiking  advances,  then^  are  made  by  ovtiii^  Credtl,  or 
IVjMiHitJi  {  and  \vhether  thia  CttMlit  ia  truiafcrred 
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to  another,  by  lutjans  of  Batik  Notes,  or  Cheques,  in  no  way  affix;Ls 
its  uuture  or  its  quantity.  Ami  it  ia  this  very  thiiicr  which  is 
ufremly  creating  so  mnch  ah^rm  in  the  minds  of  many  pcrsoni^ 
when  they  see  the  hiigu  mass  of  Deposits,  or  Banking  Crcclits, 
reared  op  by  the  London  banks  on  so  slender  a  basis  of  Bullion  : 
for  these  Deposits  are»  in  reality,  neither  more  nor  less  than  so 
many  Bank  Notes  in  disguise 

Now,  when  a  banker  creates  a  Cre<lit  in  his  cnstonier^a  favour, 
either  in  exchans^e  for  money,  or  bills,  or  any  other  security,  by 
the  fundamental  contract  between  banker  and  costomer,  ho  en- 
gages to  pay  this  Oretlit  to  his  customer,  or  to  aut/  one  else  to 
whom  his  customer  niay  assujn  it:  and  in  token  of  this  ho  delivers 
to  bis  customer  a  book  containintj  blank  slips  payable  to  bearer  on 
demand,  or  to  order  on  demand,  called  in  modern  commercial 
lauji^uage,  Chcrjues,  The  very  e^iscnce  and  business  of  banking 
consists  in  "  making  engagements  to  pay  money  payable  to  bearer 
on  demand/'  It  may  be  said^  indeed,  that  a  banker  ia  not  a  party 
to  tlie  cheque  :  true,  bis  name  ia  not  on  the  face  of  the  instrument, 
aa  an  obhgor  ;  but  he  is,  bonH  Jith\  and,  in  refdity,  a  party  to  it 
BO  long  as  he  has  fiimla  to  meet  it :  fur  it  is  a  legal  liabiUty  of  hia 
to  jMiy  his  customer,  or  any  one  Ids  customer  may  aa^ign  it  to  ; 
and  by  the  very  fact  of  his  creating  tlie  Credit,  he  authorises  his 
customer  to  put  it  into  circulation.  So  long  tia  bis  customer  does 
not  exccctl  the  amount  at  the  credit  of  his  accoimt,  the  Imnker  \& 
legally  a  sleeping  partner  to  the  cheque 

Now,  8uppo»e  that  two  men  agree  to  assail  a  traveller ;  one  of 
them  points  a  loaded  pistol  at  the  traveller's  head,  the  other  pidk 
the  trigger  :  both  are  ciiuully  guilty  of  the  mm*der.  Suppose  one 
man  hghts  a  match  and  gives  it  to  another  man,  and  tcUa  him  to 
get  the  house  on  lire,  Ijoth  are  i^|ually  guilty  of  tbu  arson 

The  very  same  argument  apphes  to  the  ordinary  routine  busi- 
ness of  Imnker  and  customer*  The  law  distinctly  says  that  no 
banker  **  shall  make  any  engagement  U^  piy  money  payable  to 
Ijcarer  on  demand,"  But  the  ordinary  rontine  business  of  a  banker 
Is  to  create  a  ci'edlt  in  favour  of  his  cust^imcr  which  he  expressly 
Hiithorises  his  customer  to  make  payal>l<^  t<i  iK'arer  on  <li'mand,  and 
put  it  into  circulation.  Now,  what  is  this  tran^iaction  but  a  clear 
conspiracy  between  the  banker  and  the  customer  to  viuhite  the 
xpress  woixls  of  the  Bank  Charter  Act  of  1814  ?     The  banki;r 
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mad  the  customer  pnt' 


S  li  iiimj  tirx^TiuuKm. 


the 


Of 


Bad  points  the  pistol  at  the  Bank  Act,  uid  tbd 

:  or  the  banker  lights  ihe  matcii  imd 

Hlo  the  eaaUmer  who  cooftomes  the  Act.     Haw  is  this 

one  whit  kn  a  conspiracj  in  law  than  in  tbe  (^se  of 

or  tbe  areoD  ? 

oouK^  the  whole  difficaltj  bas  been  created  bj  the  groaa 
of  those  wbo  drew  the  Act  of  tbe  rontine  business  uf 
but  that  is  no  boBine^  of  oura.     There  gtand  the 
of  the  Law;  and  there  are  the  actual  factg  of 
;  sad  it  is  not  pcesible  for  tbe  wit  of  man  to  reconcile 


The  Cheque  Bank 

96.  TTie  subject  cannot  fail,  we  think,  ?ery  soon  to  cn.iragc 
te  attention  of  the  CourLu  of  Law  and  the  Legislature^  for  very 
iQoeBtlja  new  institution  has  been  founded  which  is  still  a  bolder 
OOBlniTeiiiion,  not  only  of  the  Bank  Charter  Act  of  IfiU,  but  of 
tDoor  monetary  legislation  for  t!ie  last  IfXi  yeui-s,  with  a  certain 
cxoeption 

This  Bank  is  called  the  Cheque  Bank,  and  we  will  fii«t 
jhKribe  its  method  of  busiucsB,  and  then  comimre  it  with  tlie 
gnstio^  monetary  Laws 

It  HJoelves  Mont'V  only,  and  in  eiebange  for  thtB  money  it 
^gff^r*  an  exactly  equal  amount  of  clieqnes  payable  to  order,  and 

ofiiBBea  with  tbe  words  " &  Co/' 

Tbiia»  suppose  a  person  pays  in  £50  ;  it  will  give  him  a  book 
eoaliutting  ten  che<}uc«  payable  to  order  and  crossed,  and  per- 
(bl«^  with  the  murk  not  exceeding  £5.  The  ctistomcr  mny,  of 
eaniMv  flU  up  the  cheque  with  £5,  or  any  less  sum :  but  Qi.t  with 
aii*  ifwater  sum :  ftud  8upi)o.<iug  that  any  l«dance  rtn: 
ibf  eu*tonier  has  exhausted  the  10  che(|ueft,  the  Bank 
(^f^„  ;.^ts,uij*  to  the  amount  of  the  balance 

HH'ti  aiv  croaai'd  it  piiys  no  money  oxtt  the  couuicr, 
jiH  niu*t  pass  through  tbe  hands  of  a  banker,  anti 
K*  tt>  a  banker.     But  though  the  Bank  itself 
any  bttJiker  or  oUirr  i^non  WMj  -• ' 
J  lie  way  as  for  au  uixlinaiy  ehaqu 
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the  first  jfeiir  of  itg  existence  it  has  already  established  relatioms 
with  about  1,500  home,  foreign,  and  culuiiial  baaka,  which  will 
cash  its  cheques 

Tlie  plan  adopted  by  this  Bank  obviates  an  objection  to  which 
ordinary  cheques  are  liable  :  when  a  customer  placcji  money  with 
ao  ordinary  banker,  the  binkcr  gives  him  a  cheque  book,  but 
there  is  no  security  that  the  custoiaor  may  not  draw  cheques  in 
excess  of  the  credit  he  has  in  the  Bank  :  consequently,  no  one  who 
takes  an  ordinary  cheque  has  any  ^nianiutce  that  the  drawer  has 
any  funda  to  meet  it.  But  this  cannot  happen  with  the  clieques 
of  the  Cheque  Bank.  They  are  not  issued  except  in  exchange  f<>r 
money :  an<l  any  one  who  takes  one  of  them  is  positively  assured 
that  it  will  1(6  paid.  These  cheques,  therefore,  have  all  the  actual 
security  of  cash.  They  are  intended  by  the  promoters  of  the  bank 
to  be  received  as  a  substitute  for  cash  ;  and  already  several  Rail- 
way and  other  companies  Imve  agreed  to  receive  them  as  cash, 
The  Directors  also  propose  to  supersede  Post  Office  Ordera  ;  and 
there  can  be  no  doubt  that  they  are  far  more  convenient  and 
chea}xjr  than  Post  Office  Orders.  As  the  Directors  take  care  to 
issue  no  more  cheques  than  money  paid  in,  they  publicly  announce 
that  none  of  their  cheques  will  ever  be  refused,  however  long  it 
may  remain  in  circulation.  These  cheques  are,  therefore,  in  reality, 
crossed  Bank  Notes 

Now  we  do  not  intend  for  one  moment  to  question  the  merit, 
the  ingenuity,  and  the  utility  of  this  Bank.  But  the  question  is, 
How  does  it  ocmsiat  witli  the  whole  of  our  monetary  legislation 
for  the  last  hundred  years,  as  well  as  with  the  Bunk  Act  of  1844  ? 
Ab«)nt  one  hundred  yeai-s  ago  many  partn  of  the  country  were 
deluged  with  silver  notes  fur  5«.  and  105.,  and  eveu  Ifssr  they 
wei*e  found  such  an  intolerulile  nuisance  that  an  Act  was  passed  in 
1775  to  prohibit  all  notes  under  20s.  ;  and  in  1777  another  Act 
was  parsed,  prohibiting  all  notes  under  £5.  And,  with  the 
exception  of  the  period  between  1797  and  lft'29,  it  bus  been  the 
iuRexible  determination  of  the  Legislature  to  prohibit  any  banking 
nbHtrtitiouH  livable  to  l>earor  on  donumd,  for  less  than  .€0,  from 
beiui?  issuiid  and  circulated.  And  since  the  lijink  Act  of  I  ft  II, 
even  this  right  iuui  been  restricted  to  tho«e  bankers  who  weitj  in 
existence  at  that  iieri<xL  No  new  bimks  may  issue  obligations 
payable  to  Ixuirer  on  demand.     It  was  even  for  a  long  time  illegal 
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to  (Imw  cheques  for  less  than  £5,  though  that  restriction  is  now 
removed.  It  is  perfectly  well  known  that  coin  cannot  circulate 
along  with  paper  of  the  same  denomination ;  consequently,  for  a 
hundred  years  it  has  been  the  settled  purpose  of  Parliament  that 
no  paper  shaU  come  into  competition  with  the  coin  of  the  realm 

Now  the  Cheque  Bank  publicly  guarantees  the  payment  of  sJl 
its  cheques.  It  is,  therefore,  avowedly  a  party  to  them.  What, 
then,  prevents  them,  or  is  supposed  to  prevent  them,  from  being 
an  express  violation  of  the  words  of  the  Bank  Charter  Act  ?— 

1st.  It  is  said  that  they  are  issued  payable  to  order  on  demand, 
and  not  to  bearer  on  demand 

Now,  this  cannot  save  them  from  the  penalties  of  the  Act, 
because  as  soon  as  the  payee  has  indorsed  them,  they  become  pay- 
able to  bearer  on  demand  ;  and  consequently,  the  bank  is  a  party 
to  an  obligation  payable  to  bearer  on  demand  contrary  to  the 
express  words  of  the  Act 

This  subtlety,  therefore,  will  not  hold  water  for  an  instant 

2nd.  But  there  is  a  second  one.  The  cheques  are  crossed,  and, 
therefore,  they  are  not  literally  payable  over  the  counter  to  bearer 
on  demand  ;  but  only  to  the  bearer^s  banker,  or  agent,  on  demand 

Now  this  is  the  sole  subtlety  which  is  supposed  to  save  these 
instruments  from  being  a  direct  violation  of  the  Bank  Act.  They 
are  distinctly  Bank  Notes — but  they  are  crossed  Bank  Notes,  and, 
therefore,  are  supposed  to  evade,  by  the  skin  of  their  teeth,  the 
precise  words  of  the  Act.  Now  it  is  a  well  known  maxim  of  law, 
that  no  one  shall  do  indirectly  what  the  law  forbids  to  be  done 
directly.  Now  the  Law  most  expressly  forbids  any  banking  obliga- 
tions payable  to  bearer  on  demand  to  be  issued;  and  it  is  supposed 
that  it  will  allow  its  soleum  purpose  to  be  set  aside  by  the  flimsy 
dodge  of  making  the  obligations  payable  to  bearer's  agent  on 
demand ! 

Now  whether  a  Court  of  Law  could,  by  any  possibility,  hold  that 
these  ingenious  gentlemen  have  succeeded  in  evading  the  precise 
letter  of  the  Law,  we  shall  say  nothing ;  because  we  little  doubt  but 
that  before  very  long  the  question  will  be  formally  investigated 

But  there  can  be  no  possible  doubt  that  these  instruments, 
these  crossed  Bank  Notes,  are  an  utter  and  complete  violation  of 
the  manifest  purpose  and  intention,  not  only  of  the  Bank  Charter 
Act,  but  of  all  our  monetary  legisla'iou  for  the  last  century.    Foi 
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what  J8  easier  tliaa  for  the  Bank  i%nd  its  customera  to  agree  to 
make  these  Ohei|iie9  for  £1,  aiirl  put  thorn  into  circnliition  ?  Then 
we  have  at  onc43  £1  hmk  Notes.  So  also  the  ebojuea  for  10«, 
and  bs,  are  the  old  silver  notes  Ixick  a^ain.  If  the  Cht;t|ue  Bank 
may  do  this  with  impunity,  why  may  not  every  otiicr  bank  in  the 
kingdom  do  tlie  same  ? 

The  Cheque  Bank  professes,  for  the  present  at  least,  to  isaue 
its  chetines  only  in  uxchanire  for  cash.  But  if  it  d(jes  so  in 
exchange  for  cush,  what  is  thtiro  to  prcvcut  tlicin  from  issuing 
them  in  excliango  for  bills  and  other  securities  ?  And  why  should 
not  every  other  bank  do  precisely  the  same  thiuji^,  if  the  Cheque 
Biink  may  ?  If  the  croxsift//  is  Hufficieut  to  save  tlvm  from  tlie 
|H.tri;ilLk'.s  of  the  Act,  thuy  iii  ly  e  [ually  be  is-iucd  in  exchange  for 
bilL^  and  other  serurities 

No  Ijank  discounts  a  Inll,  or  creates  a  credit  in  favour  of  a 
cnatomer,  uuluss  it  believa^  its  advance  secured,  Aud  if  it  creates 
a  credit  in  his  favour  which  he  mny  the  very  nest  instant  demand 
|iayment  of  in  cash,  it  may  just  as  well  give  him  these  crossed 
Bank  Notes,  which  will  probably  rem  liu  some  time  in  circulation. 
There  is  nothiuiij  wanting  but  that  the  Imukcr  aud  the  customer 
s'lould  agree  tc*  draw  these  cJie  jues  fur  even  sums  such  as  £5  and 
£1,  or  any  others,  and  we  have  at  once  the  power  of  unlimited 
issues  of  Bank  Notes  restore*!  to  the  banks 

Now  if  it  should  1»e  found  tliat  the  ingenuity  of  these  gentle- 
men ha;  been  succe^^ful,  tUcy  will  have  complet'iy  picked  the  lock 
of  the  Bank  Charter  Act,  and  ojieued  the  floodgates  to  iauodatc 
the  country  with  boundless  iiaantiti*.^  of  paper  money,  which  it 
ha^  been  the  srjttled  purpose  of  the  Legislature  to  suppress 

The  direotors  of  the  Bank,  to  do  them  jiistiee,  make  no  secret 
of  their  intentions  ;  they  intend  to  revuliitiouise  the  bankiug 
system  of  the  country,  and  they  will  assuredly  do  it,  if  their 
experiment  is  alluwed  to  pr«xjeed.  For  this  Bank  is  the  germ  of  a 
Bvstera  which  will  reduce  all  our  monet^iry  laws  and  Bank  Charter 
Acts  to  wivste  paper 

After  tlie  parsing  of  the  Bank  Act  uf  1844,  a  custom  sprang 
np  in  some  of  the  Midland  C  luniies  of  cu>tomers  drawing  cheques 
on  their  bankers,  which  the  banker  accepted.  These,  of  courae. 
were  simply  Bauk  Noles  :  and  a  chiusj  was  inserted  iu  the  Stamp 
Act  uf  IHbi  to  preclude  such  proceedings 
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Thiu  the  Legislatnre  has  manifested  its  fixed  determination  to 
sappresB  hanking  ohligations  payable  to  bearer  on  demand  ;  and 
when  certain  parties  had  discovered  what  they  thonght  a  loop-hole 
in  the  Act,  Parliament  immediately  took  care  to  stop  it  np.  Now, 
is  it  likely  that  when  the  Law  Officers  of  the  Crown  and  the  Chan- 
cellor of  the  Exchequer  are  fully  ,awape  of  the  inevitable  conse- 
quences which  will,  sooner  or  later,  follow  the  operations  of  this 
Bank,  they  will  suffer  it  to  exist  ?  Cheque  Bank  cheques  are 
nothing  more  than  accepted  cheques,  which  have  aheady  been  put 
down  by  law.  The  express  purpose  of  Pariiament  is  to  suppress 
unlimited  issues  of  cuculating  Banking  Credit,  and  is  it  likely 
that  they  will  permit  their  fixed  determination  to  be  set  at  nought 
by  the  paltry  quibble  that  these  Bank  Notes  are  not  payable  to 
bfonr  on  demand,  but  to  bearer's  agent  on  demand  ?  The  in- 
genious gentlemen  who  devised  the  Cheque  Bank  have  laid  a 
oookatrice*s  egg,  which,  if  suffered  to  come  to  maturity,  will 
inevitably  devour  the  Bank  Charter  Act 

87.  This  circumstance  will,  no  doubt,  tend  to  accelerate  what 
8t4itc«nien  of  all  parties  are  so  anxious  to  avoid,  a  thorough  and 
siHiroliing  investigation  into  the  whole  of  our  Banking  system. 
HiU«  however  they  may  try  to  stave  it  off,  such  an  inquiry  will 
iuevitubly  ivnie.  For  each  succeeding  crisis  will  be  more  severe 
tlum  its  predecessor.  In  1817,  the  first  crisis  after  the  Act  of 
1844«  the  Credit  system  was  comparatively  small ;  it  had  greatly 
iiicriNksed  iu  1857,  and  the  crisis  was  more  severe ;  in  1866  it  had 
^ivatly  iuonnised,  and  the  crisis  was  far  more  terrible ;  and  so  it 
will  Ih>  in  future.  Every  yejir  the  system  of  Credit  is  attainin;]^ 
more  ix^KiKsal  dimensions,  and,  like  a  huge  octopus,  it  now  gr&sps 
all  citu»i«,  and  almost  ivU  persons,  in  its  embrace.  And,  like  the 
t)mx>s  of  Kncoliklus,  it  will  periodically  convulse  the  world,  until 
it  is  settled  on  true  scientific  principles 
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CnAlTER    XVII 

ON  THE   RISE  AND  rR(>La:t:ss  OF  JOINT  STOCK 
BANKING   IN  ENCJLAND 


1.  It  18  very  comniouly  Hiipposed  thnt  .Toint  Strtck  Banks 
WLTC'  not  |H.imiitk'fl  bj  law  in  En;^'laiid  k-fore  182r>,  nor  in  the 
metro) Mjlis  till  183.%  but  the  preceding'  narrative  shews  that  this 
idea  is  incorrect.  By  the  corainou  law  Joint  Stock  Conii>atiie8  of 
nil  sorts,  includini?,  of  course,  liank.^,  are  jx^rft'ctly  legal,  and  con- 
ttLHjTientlj,  if  wc  wish  to  have  a  correct  idea  of  the  matter,  we 
nnwt  observe  this,  and  then  tuscertain  what  clian|Lre>*  and  niodi- 
ficationa  were  made  in  the  common  law  by  encccssive  Acta  of 
Parliament 

2,  Althongh  the  iir^t  joint  Eiuck  mania  in  England  toc^ 
places  in  1091,  no  one,  at  ihut  lijne,  thought  of  getting  up  a  joint 
stock  Imnk,  in  fact,  joint  stiHjk  Iwuik  shares  are  the  very  last  thing 
any  one  would  think  of  getting  np  afl  a  mere  speculation.  When 
the  Bank  of  England  was  founded,  it  received  no  monoix>ly  in  its 
favour,  and  it  wiis  only  in  IflOT,  after  the  disastrous  failure  of  the 
L'iud  Bank  Scheme*  and  the  ruin  of  public  credit,  that  the  Bank 
was  emibled  to  obtain  a  monopoly.  But  even  tliat  did  not  affect 
the  common  law  right  to  estabh'sli  snch  institntic^ns,  it  only  said 
that  no  rival  hank  ahonld  bo  erected  or  countenanced  by  Par- 
liament. None,  however,  were  formed  ;  but,  in  1708,  another 
Company  liegan  doing  banking  business  by  is.^?ning  note^.  The 
Bank  then,  in  1709,  obtained  the  clause  in  the  Act  of  that  vcaFj 
prohiltiting  any  com|Miny  of  jiersons,  exceeding  sis  in  nmul>er, 
from  **  lK)rro\ving,  owing,  or  takirig  np  money  on  their  bills,  or 
notes  payalile  to  i«iirer  on  demand,*'  wliich,  we  have  shewn,  wivs 
the  well  imderstood  mciming  of  the  word  **  banking "  at  that 
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time.  This  claiiBe  waa  eflbcttial  up  to  1742,  wben,  in  the  Act  of 
thnt  year,  it  was  re-ouactcd  in  iinicli  more  full  and  cjcplicit  tcriau. 
But  still  the  restriction  was  coafined  to  borrowing,  or  owing:, 
money  on  thuir  billa,  or  notes.  CotLseqtieutly,  Lhc  mtlliod  of 
creatiug  liabilities  by  meaas  of  cEtries  aud  chcijutsi,  wliicb  T\as 
borrowed  from  tlie  Dutch  by  our  Imukcrs,  was  not  affected  by  tbe 
restrictive  words  of  the  Act,  When,  therefore,  the  London  l»ankepft 
diacoutinued  their  issues  of  notes  a«d  restricted  thetuRt'lvea  to 
entries  aud  €hcques,  there  waa  no  law  whatever  to  prevent  joint 
stock  banks  kang  formed,  and  carried  on  by  that  method.  This, 
lunvever,  completely  escaped  observation,  and  we  can  Lave  very 
little  doubt  that  if  this  flaw  in  the  monopoly  liad  been  discovcrcd, 
aud  an  attempt  made  to  take  advantage  of  it,  Parliatn«.ut  wunld 
immediately  have  put  it  down,  and  there  can  be  no  [Mrsisible  duubt 
but  that  it  was  their  manifest  intention  to  create  a  com[>Iete  and 
offwtual  monopoly  on  behalf  of  the  Bank,  aud  protect  it  from  any 
rival  banks  of  any  sort  whatever.  The  elTcx.is  of  this  rnonopply, 
however,  were  most  disastrous.  Bank  of  En|:^liind  not^jss  had  no 
circulation  beyond  London,  and  it  would  not  cstublish  any  bninchc3 
in  the  country.  No  other  powerful  and  wealthy  banks  could  Ijc 
formed,  the  consequence  waa,  that  when  enterprise  awoke  in  the 
coimtry,  in  the  last  quarter  of  the  last  century,  and  Lht* rt*  was  ii 
great  demand  for  an  increased  Currency,  all  sorts  of  petty  trndca- 
men  in  all  directions,  grocers,  hnen-dra|>er»,  cliee^emonu^urs,  tiiit 
&c.,  started  up  and  turned  "  bankei's,"  t.e.^  issners  of  pnmn 
notca»  80  much  so,  that,  in  17D*S,  there  wore  al»out  400  of  tbe»e 
country  '*  bankers."  But,  of  course,  this  Paper  Currency  was  of  a 
musjt  rotten  deaoription.  and  on  the  occasion  of  any  iirxHit  com- 
mercial crisis  tht'y  failed  by  dozens.  In  the  grejit  crisis  uf  ITl^Jt, 
no  loss  than  If)U  stop|Kwl  payment,  and  double  that  numl»cr  were 
greatly  shaken.  In  1810  about  a  similar  uumljer  «top[>ed,  a  ^jvai 
numlH?r  in  1812,  and  in  the  three  years,  1814-15-10,  riintty-two 
commissions  U\  bunkrupttty  were  issued  a^'aiust  banks,  amd,  allowing 
tlie  usual  pnqiortion  of  f«>ur  HnspK-usiou^  to  one  iKUikruptcy,  in 
thrjse  three  years  alone  alxjut  iifiu  banks  sto]>|»ed.  In  twenty -ei(^Iit 
yean^  ^roni  1791  to  181^,  tbe  official  return  ahcwn  that  578  coni- 
mi^ision^  were  is-tnixl  oj^uuHit  bn   '  i  "  "    - 

U|iwards  of  luoo  Ijaok^  atoppi  M 
intolerable  luird^ilitp  of  the  monopoly  of  Uio  Bank  Charier  luay  lit 
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conceived,  when  the  Bank^  doing  no  business  itself  at  sucli  places 
as  Bristol  or  Liverpool,  no  powerful  Imuk  could  be  fonnod  at  tliese 
places  i»n  ac^count  of  it.  These  enoninuia  fjiiliirei*  ttmoiig  the 
country  bunkers,  spreading  ruin  and  desolation  tliroiigliout  whole 
districts  of  territory,  naturally  tumtnl  public  attention  to  the 
Scotch  system  of  banking,  where,  with  the  siiitjle  exception  of  the 
Ayr  Ijank,  there  had  been  no  failure  of  a  joint  stock  bank.  Mr. 
Joplin  is  the  earliest  person  that  we  are  aware  of,  who  disoovcR^ 
that  the  Charter  of  the  Bank  of  Eug^land  did  not  prevent  baukiiij^ 
com]ianit5S  beint^  formed  which  did  not  issue  notes.  In  a  paiiii>hlet, 
entitled  Sttpplementary  Observatmis  to  Ifui  Third  EtUiion  of  an 
Esmy  on  Banking ^  tfrf.,  1828,  he  says,  p.  84 — "  That  public  banks 
have  nnt  1111110110  existed,  more  especially  in  London  and  Lan- 
caahire,  seenis  tu  biive  risen  from  the  want  of  a  projxir  koowledj^e 
of  tiic  principles  of  banking,  rather  than  from  the  Charter  of  the 
Bank  of  Enghmd,  whkh,  I  find,  does  not  preveni  public  banks  for 
ths  deposit  of  capiftfl  from  beiuq  eslablished,  .  .  ♦  That  bfinka 
onght  to  be  the  i>eriiiaiieut  depoBitoriea  of  the  capital  of  the 
country,  is  an  idea  wldch  no  writer  htis  hitherto  entertained,  and 
the  silent  operations  of  the  Scotch  banks  have  eludetl  ol>ser Vatican* 
It  has,  in  fact,  always  been  hitherto  considered  that  the  proptr 
hu9ine»8  of  a  bank  was  to  i.sffm  notes  and  discount  bills  at  short 
daiss.  This  ia  very  strikingly  exemplified  by  the  clansie  in  the 
Charter  of  the  Bank  of  England,  which  restricts  other  banks  to 
six  partners."  (Mr,  Joplin  then  {|note8  the  clause,  and  says — ) 
"  It  is  quite  evident  that  the  framcra  of  tlic  above  clause  consiilered 
the  businew^s  pnrsual  by  the  litink  of  England  the  only  proper 
banking.  It  apjieared  to  them  that  preventing  bank^  with  more 
than  sijt  partners  from  issuing  billn  at  short  dates,  or  notes  payable 
on  demand,  was  altogether  conferring  on  the  Bank  the  privilege 
of  exclnsive  bankuag  as  a  public  company.  This  it  did,  no  dottbt^ 
according  to  Ifmr  definition  of  tha  term,  hut  it  still  haves  the  most 
important  part  of  hanking  open  to  the  public,  TJiere  u  at  this 
moment  no  kfjal  hnpcdinmil  to  the  establinhment  of  pint  stock  cmn' 
panif*s  for  tradimj  in  real  capduh  Both  the  letter  and  the  spirit 
of  the  Charter  has  reference  to  the  circulation  of  bills  and  nottrs 
alone.  A  bank  which  traded  only  in  capital  would  not  in  the 
least  trench  upon  the  monopoly  of  the  Bank  of  England,  nor  l»o 
any  infringement  of  its  charter  '*    Thus  Mr.  JopHn  has.  aa  far  aa 
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we  wtti  vntt,  tlie  merit  of  pacriiiag  tke  kMo^Ue  mcfe  Att,  liy 
fWiarM  <rf  irfjj/ii,  ten  jeafs  hler,  the  fiist  joiM  Mock  biBk  «^ 


Z,  An  aUempfc,  in  1$23,  Co  eadn  the  rrjomi  of  die  Bnk  of 
ViUV^fA  to  give  op  the  i^ivileges  of  their  Charter,  w  fiv  m  to 
\ntntt\i  yrtftt  nUfck  lianks  to  be  foriDed  in  the  oomitij,  haTii^ 
ffiiUulf  evcfi  thongh  a  bribe  was  offered,  nothing  farther  took  place 
till  IH^df  wh<;n  the  diaasten  of  the  preoedii^  year  being  tett 
Ultmt^lj  Btirilmied  to  the  impfoper  management  of  the  eonntiT 
)tMtkHf  ttie  MinJatrj  were  powerfbl  enough  to  oompd  die  Bank  to 
((ivo  np  iiM  nnjtutifiable  monopolj,  and  at  lei^rth  i^ieed  to  permit 
]itiut  ntffck  Yjanln  to  be  formed  beyond  axtj-fire  miles  finom  the 
fiHirofKillif,  Tlie  Statute  1826,  c.  46,  wa^  passed  for  this  porpoae. 
Itn  chl«f  [rrovimoiw  are— 

I.  That  liiiiikM  of  an  unlimited  number  of  partners  maj  be 
ff/ruM'^1,  Mu\  cany  on  all  d&icriptions  of  banking  bnnneas  by 
lMMtilri«  notes  and  bills  payable  on  demand,  or  othemise,  proTided 
that  niuih  coriKjrations,  or  partnerships,  should  not  have  any  house 
of  hnnitmrn  or  establishment  as  bankers  in  London,  or  at  any  place 
wilhirt  NJxty-flvo  miles  of  London  ;  and  that  each  member  of  such 
mr\Kiriil\<m,  or  partnership,  should  be  liable  for  all  its  debts  of 
('V«ry  (lcw;ription,  contracted  while  he  was  a  partner,  or  which  fell 
ft  110  afU^r  tio  Ixjcame  a  partner 

If.  No  Nuoh  Imnking  company  was  to  issue,  or  le-issue,  either 
flinolly  or  iitdiructly,  within  the  prescribed  distance,  any  bill  or 
nolo  payahln  to  Ixjaror  on  demand,  or  any  bank  post  bill,  nor  draw 
ii|Hfn  its  London  agents  any  bill  of  exchange  payable  on  demand, 
or  for  any  1(*hn  Hum  than  £50,  but  they  might  draw  any  bill  for 
any  muoi  of  £50,  or  upwards,  payable  in  London  or  elsewhere,  at 
any  |»(*rio<l  aftor  date,  or  after  sight 

III,  Hm\\  banking  companies  were  expressly  forbidden,  by 
ilinrnwilviN  or  tlirir  agents,  to  l)orrow,  owe,  or  take  up  in  London, 
or  a(  any  plium  within  sixty-five  miles  of  London,  any  sam  of 
nioniiy  on  any  of  their  hilln  or  notes  payable  on  demand,  or  at  any 
Mnin  IVmk  than  Nix  months  from  the  borrowing  thereof,  but  they 
Mliglit  (liMoiiunt  In  liondon,  or  elsewhere,  any  bill  or  bills  of  cx- 
filmngtt,  not  drawn  by,  or  upon  themselves,  or  by,  or  upon,  any 
lionion  In  their  lK*lmlf 
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IV.  Before  such  a  company  began  basincB8,they  were  to  make 
A  retui'n  of  the  names  and  addresses  of  all  their  pjirtners,  and 
places  Ibr  currying  on  biisin»'88,  and  the  names  of  two  or  more  of 
their  partners,  being  resident  in  England,  who  were  to  be  appointed 
public  officeiT?,  and  in  whose  namea  the  company  were  to  sue  and 
be  sued,  which  return  was  to  be  verified  by  oath.  And  they  were 
ivijnired  to  make  returns  of  all  changes  m  their  Inxly 

V.  That  all  proc^jcdings  at  law  and  in  equity,  civil  and 
criminal,  shall  be  taken  by  and  against  the  public  officere  of  the 
company.  All  decrees  and  judgments  obtaiued  against  such  public 
oiTiccrs  shonld  be  valid  against  all  and  every  member  of  the  com- 
pany ;  and  execution  upon  a  judgment  ngainsfc  the  public  officer 
might  be  issued  against  any  member  of  the  c<unpany.  But  that 
every  Buch  public  officer  or  person,  against  whom  such  execution 
was  issued,  ahoold  be  fully  indemnified  by  the  i>ther  meml>ers  of 
the  company ;  but  that  no  execution  should  issue  ag;y nst  any 
person  more  than  three  yeare  after  he  had  ceased  to  Im}  a  i>artncr 

VL  The  Bank  of  England  was  authorised  to  cstabhsli  branches 
at  any  place  in  England 

VIL  Such  banking  companies  might  issue  unstamped  notes 
upon  giving  certain  secunties  to  the  Crown,  to  make  true  rctui'iis 
of  the  amount  of  their  issues,  and  to  pay  the  amount  of  stamp 
duty  on  them ;  and  they  were  not  obliged  to  take  out  more  than 
four  licenses  for  issuing  notes  in  different  places.  For  any  breach 
of  the«e  provisions  in  neglecting  to  send  returns,  the  penalty  was 
£500  per  week,  and  various  penalties  weit?  eoneted  fur  false 
returns.  And  every  breach  of  the  [jrovisioits  relating  to  their 
banking  business  subjected  the  company  to  a  penalty  of  £50 

VIII.  The  rights  and  privileges  of  the  Bank  of  England  were 
to  remain  intact  and  unaltered,  except  so  far  as  varied  by  that  Act 

4.  Subject  to  these  restrictions  upon  their  business,  this  Act 
made  no  pri»visions  regarding  the  constitution  or  capital  of  these 
companies.  Each  one  was  allowed  to  devise  a  constitution  for 
itself,  to  imtne  its  own  capital,  and  to  make  any  public  announce- 
ment rej^ardiug  it  that  it  pleiiSfHi.  Tlie  fonnatiun  uf  joint  stock 
banks  under  tliis  Act  proceeded  very  slowly  at  first,  not  more  than 
four  or  live  being  formed  in  as  many  yeui-s.  In  fa<;t,  such  banks 
could  only  be  succissfuily  lornied  by  iiitlunital  pern^ons,  and,  of 
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cofniBe,  each  of  thcae  had  aheady  his  own  hank^  which  he  would 
naturally  be  unwilling  to  injure  by  the  fonoation  of  so  powcrfuJ 
n  rival.  The  firet  joint  itock  bank  waa  formed  at  Lancaster,  tlie 
next  at  Bradford,  and  another  at  Norwich,  before  any  one  \v:is 
formed  at  one  of  the  j^Teat  mannfncturing  towns.  It  was  not  lill 
the  prosperous  years  of  18;l3-34-35-30,  that  any  very  remarka*4e 
increase  took  place  in  tbeir  numbers.  In  these  years,  howcTer 
they  multiplied  rapidly,  more  especially  in  183G,  when  upwards  of 
40  were  established  in  the  s[iri»g 

6.  On  the  renewal  of  the  Bank  Charter  in  1833,  it  was  deter- 
mined to  take  off  the  vesntions  restriction  of  preventing  banking 
companieis  making  their  hills  and  notes  for  less  than  £50,  payaUc 
on  demand  by  their  agents  in  London.  And  they  were  required 
to  keep  weekly  accounts,  to  be  verified  on  oath,  of  the  amount  nf 
their  nott^s  in  circulation,  and  make  a  retm*n  to  the  Commissioners 
of  Stamps  of  the  averUj^cc  amount  in  circulation  every  quarter 

6.  It  WJ18  at  this  time,  as  we  have  already  noticed,  that  the 
discovery  made  iu  18:22  by  Mr.  Joplin,  that  the  Baidc  Gmiter  did 
not  prohibit  joint  stock  banks  bcin^^  formed  in  London,  aiid  carry- 
itifjf  on  their  business  in  the  method  then  afloptvul  by  the  Londcm 
Bankers,  attracted  attention,  and,  on  the  case  being  submitted  to 
tlje  law  officers  of  the  crown,  they  confirmed  this  view.  The  flatik 
of  the  monopoly  of  the  Bank  of  Enj^Iund,  as  wo  may  say,  beiiifj 
turned  in  this  extraordinary  and  unexpected  nmnner,  excited  mu«.h 
consternation  and  alarm  in  that  body,  and  they  requested  to  havo 
this  omission  rectified,  but  Lord  Althoip  decidedly  i-cfused  any 
thinj^  of  the  sort,  and  told  them  that  the  bargain  waa  that  tJietr 
privile^'cs  should  remain  as  they  were,  and  he  would  not  consent 
to  any  extension  of  them.  To  i*emove  all  jK^ssible  doubts  on  tins 
subject,  a  declaratory  clatisc  was  inserted  in  the  Bank  Oharitt 
Act,  exprcfsly  permit linji;  the  joint  stwk  Lmnks  to  be  formed, 
provided  they  did  not  Inirrow,  or  tnkc?  up  in  Eriirlnnd,  any  sum  or 
Bums  of  money,  on  their  bills  or  notes  payable  uii  demand,  or  at 
any  leiB  time  than  six  months  from  the  borrowing  thcrouf.  'l'lii« 
dcrliiratory  cla«»3  won  not  lon;^  in  In^injr  actrd  upou ;  and  snon 
after  the  Act  wns  pjkSHi'd,  nuMLsures  sveiv  taken  U)  constitute  a  joint 
Stock  bank  in  London.    This  was  tlie  London  and  WeatmmsUT 
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Bank,  which  has  siooe  beeu  managed  with  sach  difldngaiahed 
Buccess 


7.  ITie  eaormous  difficulties  which  mtwl  have  attended  the 
successful  organisation  of  this  ^vmt  ustJibUshmcnt  may  bo  con- 
ceived when  we  remember  that  it  was  not  formed  under  the  Joint 
Stuck  Banking  Act  at  all,  which  had  no  force  within  sixty-five 
miltfl  of  LondoDj  but  thiit  it  Wiia  nothing  but  an  ordinary  partner- 
shij)  at  common  law.  One  of  the  least  of  the  inconveniences  of 
this  was  that  it  could  not  maintain  an  action  at  law  for  the  most 
trivial  debt,  without  enumerating  all  and  each  of  the  partners,  and 
the  shghtcfit  mistake  in  the  spelling  of  a  single  name  would  at  that 
time  have  vitiated  any  proceeding.  This  bank  was  the  largest 
common  law  partnership  which  has  existed  in  England ;  and  all 
the  London  joint  stock  banks  which  were  formed  before  the  Act, 
Statute  1844,  c.  113,  are  notlnng  but  common  law^  partnersliips. 
The  exce3«ive  inconvenience  attending  this  state  of  things,  led  to 
u  bill  being  brought  into  Parliament  to  enable  the  London  and 
Westminster  Bank  to  sue  and  be  sued  in  the  name  of  its  chaiiinan. 
Thia  was  wannly  opposed  by  the  Bank  of  England,  and  by  Lord 
Althorp.  Nothing  could  be  more  paltry  than  the  reasons  alleged 
by  him  in  opposition  to  it,  bet  he  was  beaten  by  a  majority  of  141 
to  35.  The  Government,  however,  had  influence  enough  to  have 
the  bill  thrown  out  in  the  Lords.  The  Bi\nk  being  thus  defeatetl, 
wdnpteil  the  plan  of  making  all  contracts  through  the  mediinn  of 
trustees,  and  all  the  London  joint  stock  banks  had  to  adupt  thia 
plan,  till  the  Joint  Stock  Banking  Act  of  1844.  The  other  banks 
formed  on  a  similar  plan  to  the  London  and  Westminster  are,  the 
Lou<lon  Joint  Stock  Bank*  founded  in  1836  ;  the  Uuion  Bank,  in 
1830 ;  the  London  and  County  Bank,  in  1889 ;  and  the  Com- 
mercial Bunk,  in  1840,  which  afterwards  wound  up  its  bosineai 


8,  Wlien  the  London  and  Westminster  Bank  was  founded,  it 
apphed  to  have  a  dnvwing  account  at  the  Bank  of  England,  and 
to  be  admittod  to  the  Clearing  House,  and  both  requests  were 
refused 


9,    A  question,  however,  of  very  mnch  greater  importance 
fi<x>n  arose.     It  was  a  settled  question,  that  no  partnership  or 

VOL.  If.  CO 
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oorpor&tion  consisting  of  more  than  six  persons  could  aooept  bills, 
at  any  less  date  tlian  gjx  months,  no  matter  whether  they  were  a 
oankitig  partnership  or  any  other.  It  was  clear,  therefore,  that 
the  bank  cuuld  not  itself  directly  accept  biUs.  But  it  did  not 
appear  that  the  words  of  the  Act  prohibited  trustees  acceptini* 
bills  for  a  less  date,  on  behalf  of  the  Company.  Nor,  if  trustees 
could  accept,  ^'as  there  any  thing  to  prevent  them  accepting  by 
prociimtion.  Consequently,  there  appeared  to  be  this  method 
open  of  circamventiug  the  monopoly  of  the  Bank  of  England* 
On  the  2Iat  February,  1835,  the  Bank  of  St.  Albans  drew  a  bill 
for  £25  upon  the  London  and  Westminster  Bank,  payable  twenty- 
one  days  after  date ;  which,  on  the  twenty-third,  was  presented 
for  acceptance  at  the  London  and  Westminster  Bank,  and  h-qb 
accepted  in  the  following  form — 

Accepted, 

At  86,  Throgmoiton-st,  per  pTocTrntlan  of 

Ute  InuteM  of  the  LoDdoa  and  Wasimmdcr  B  mk. 

J.  W.  OILBABT,  .i;.'i»«9cr« 

10«  The  Bank  of  England  moved  for  an  injunction  to 
restrain  the  Bank  from  accepting  bills  in  thia  form,  and,  the  caso 
having  been  argued,  the  Court  of  Common  Pleas  held  that  it  was 
an  infraction  of  the  Bank  Charter  Act  of  1833,  and  the  other  Acts 
then  in  force  respecting  the  Bank  of  England*  Acoordingly,  the 
Master  of  the  Rolls  granted  an  injunction,  restraining  them  from 
accepting  bills  at  less  than  six  months^  date.  The  only  result  was« 
that  the  Bank  |>aid  the  bills  drawn  upon  it,  without  aoceptanoe. 
The  London  and  Westminster  Bank  being  defeated  in  this  man* 
ner,  the  London  Joint  Stock  entered  the  lists  against  the  Bank  of 
England  in  another  form.  It  agreed  with  a  bank  in  Canada,  that 
the  latter  might  draw  upon  Mr.  George  Pollard,  who  mi^bt  accept 
in  his  own  name,  and  the  London  Bank  agreed  to  find  the  funds 
to  meet  Mr.  Pollard's  acceptances,  and  sac!)  transactions  were  to 
be  matters  of  acoonnt  between  the  two  banks.  Mr.  P<  "  '  ^ 
not  a  shareholder  in  the  London  Bjink :  bat  be  wti:*  their 
and  the  transaction  was  substantially  an  acceptance  by 
The  House  of  Lords,  however,  declared  tbis  ingenious  v.  . .. 
be  illegal,  as  it  was  merely  doing  indirectly  what  they  weru  for- 
bidden to  do  dirooUy.    Thus  ended  the  attempU  of  the  London 
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Joint  Stock   Banks  to  free  themselves    from   this    monsfcrotis 
oppression,  from  which  they  were  not  relieved  till  the  Act  of  18ii 

11.  It  was  always  held  at  common  law  that  a  man  coeM  not 
Bue  himself.  Consequently,  if  the  aame  individual  was  meniher  of 
two  partnerships,  they  coold  not  go  to  law  against  each  other. 
The  consequence  of  this  was,  that  no  partnership  could  sue  one  of 
its  members,  or  tyice  versa ^  and  if  the  same  person  had  shai-es  in 
two  different  banks,  they  could  not  have  sued  each  other  for  any 
demands,  or  debts.  The  Statute  1838,  c.  06^  was  passed  to 
remedy  this  anomalous  state  of  matters ;  it  enacted  that  a  banking 
company  might  sue,  or  be  sued,  by  any  of  its  members,  exactly  aa 
if  they  were  separate  individuals ;  and  by  the  Statute  1840^  c.  Ill, 
this  was  extended  to  criminal  cases,  so  that  if  a  member  of  such  a 
banking  partnerahip  steals  or  embezzles  any  property  belonging  to 
it,  of  any  description,  or  shall  commit  any  offence  against  it,  he 
may  be  indicted,  and  convicted  exactly  as  if  he  were  a  stranger 

12*  It  being  unlawful  for  spiiitual  persons  to  engage  in  any 
trading  concerns,  and  such  partnerships  of  wiiich  any  of  its  mem- 
bers were  spiritual  persons,  being  held  to  be  void  and  illegal,  it 
was  suddenly  found  that  most  of  the  banking  companies  in  Eng- 
land were  illegal,  and  all  their  contracts  void,  because  some  of  their 
shareholders  were  clergymen.  The  Act,  Statute  1841,  c.  14,  was 
passed  to  remedy  this,  and  declared  that  such  partnersliips  should  not 
be  illegal  and  void ;  and  that  their  contracts  should  not  be  ill^al 
and  void,  although  some  of  their  shareholders  were  clergymen 

13.  When  the  impediments  to  the  formation  of  joint  stock 
banks  beyond  sixty-five  miles  from  London  were  remuved  in  1820, 
they  were  left  perfectly  free  as  to  the  provisions  of  their  deeds  of 
constitution,  their  nominal  and  their  paid  up  capital^  and  all  the 
details  of  management,  nor  were  they  obliged  to  publish  any 
accounts.  The  public,  consequently,  were  perfectly  in  the  daii 
as  to  the  magnitude  and  position  of  tbe  bank,  because  they  might 
advertise  that  their  nominal  capital  was  £l,000,uOO,  divided  into 
any  number  of  shares.  But  no  one  had  any  means  of  knowing 
how  many  of  the  shares  were  taken  and  paid  upon.  Consequently, 
although  the  capital  of  the  bank  might  be  advertised  in  the 
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papers  as  £1,000,000>  no  one  could  tell  whether  it  bad  bond  Jid^ 
£500  paid  up 

14.  The  first  few  joint  stock  bankB  having  been  apparentlj 
Bucceasful,  naturally  turned  speculation  into  that  channel.  Num- 
bera  of  new  banks  were  sUvrted  in  all  parts  of  the  country,  and 
many  private  bankers,  fearinjiij  that  the  competition  would  be  t«  o 
powerful  for  them,  united  und  foroied  tljemsolvcs  into  joint  stcrk 
banks.  The  mpid  growth  of  these  establishments  led  to  mueh 
mismanagement,  and  many  disasters,  as  might  have  been  cxi)ected, 
and  Corauiittees  of  the  House  of  Commons  were  ap|x>inted  to 
inquire  into  the  subject  in  1836-37  and  18-10-41 

16*  The  great  abusea  which  were  revealed  in  the  course  of 
these  inquiries  determined  Sir  Robert  Peel,  who  was  sappoeed  to 
be  the  minister  who,  par  txcellencef  understood  banking,  to  1' 
in  a  bill  to  regulate  the  future  constitutiona  of  tliese  estal^ 
ments.  An  Act,  containing  many  elaborate  provisions  for  this 
purpose,  was  accordingly  passed.  Statute  184-4,  c.  113.  Fully  ad- 
mitting the  enormoos  evils  which  this  Act  was  intended  to  remedy, 
we  will  only  say  that  a  mere  unfortunate  specimen  of  legislatiun^ 
or  one  more  entirely  unsuitable  to  the  nature  of  the  busines*  it 
related  to,  baa  not  emaoated  from  Parliament  in  recent  times ; 
and,  Ix-iujc  found  to  Ije  an  onmitigatcd  nuimnce,  without  any 
count^.*rhalancin*,'  advantages,  it  was  wholly  repealed  in  1857 

16.  We  have  already  said  that  Sir  Robert  Peers  Joint  Stock 
Banking  Act,  Statute  1844,  o.  113|  was  found  to  be  wholly  tm- 
fiuiUible  for  the  puq>08es  it  was  intended,  and  totally  re|x?4ilcd. 
This  was  done  by  the  Act,  Statute  1857,  c.  49,  The  princip:d 
provisions  of  the  Act  are  as  follows — 

I,  Every  Company  formed  under   the   Acts,   Statute   1^'* 
c.  113,  or  the  Statute  1815,  c.  75,  were  to  regi8U?r  them- 
beforc  the  Ist  January,  1858,  under  the  said  Act,  under  aevciti 
[lenalties 

II.  Any  Banking  Company,  consisting  of  seven  or  more  per- 
sofw,  having  a  cjipital  uf  a  fixed  amount,  <li  '  '  :  "  ., 
of  a  lUud  amount,  and  legiiUy  carrying  on  I  /, 
beforo  the  {koasing  of  the  Act,  may  rogistor  iucif  under  Um  Act, 
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and  then  all  provisions  of  any  Act,  letters  paten  t»  or  deed  of  settle- 
ment, constituting  or  regnlating  the  Company,  as  are  incon- 
gisteub  with  the  Joint  Stock  Companies*  Acts,  1850,  1857,  or  with 
the  said  Act,  are  thereby  repealed  in  reg^ard  to  that  Company 

ril.  The  above  Banking  Acts  were  then  repealed  as  to  any 
fntnre  comjianics,  and  as  to  existing  companies,  as  Boon  as  they 
were  registered  under  this  Act 

IV.  Seven,  or  more,  persons  mij^ht  resrister  themselves  as  a 
company,  other  than  a  limited  company,  under  this  Act,  proviiled 
the  shares  into  which  the  capital  of  the  company  is  divided  are  not 
less  than  £100  each 

V,  The  niunbers  of  partners  permitted  in  a  private  bank  is 
extended  to  ten 


17.  Tlic  question  of  admitting  the  principle  of  limited 
liability  into  commercial  ^^rtnerships  in  this  country  has  long 
been  debated  with  much  acrhuouy.  The  old  theory  of  the  law 
was  expressed  by  Lord  Eldon,  w4io  said  that  a  man  who  eutt-rud 
into  a  conunercial  pjirtnership,  rendered  himself  liable  **  to  his  last 
shilling  and  his  last  acre"  for  the  debfea  of  the  company.  And 
this,  no  doubt,  was  true,  as  far  as  regards  ordinary  private  part- 
nershipB.  But  many  great  companies  had  been  formed  and 
incorporated,  in  which  the  privilege  of  limits  liability  was 
Bpecially  conferred  upon  thera.  A  principle  may  be  good  when 
applied  to  ordinary  traders,  who  are  supposed  all  to  take  an  active 
part  in  the  business,  and  to  be  each  and  all  fiarties  lo  every  transac- 
tion. But  in  the  case  of  great  companies  it  is  rather  dilTerent. 
In  them  the  great  majority  of  the  partners  are  spetually  debarred 
from  all  knowledge  of  the  re:d  nature  of  the  transactions,  which 
are  expressly  left  in  the  hamls  of  a  small  committee.  Now,  aa 
there  are  many  gi"cat  objects  in  commerce  which  can  only  be 
carried  by  means  of  a  great  company,  and  it  was  obviously 
desirable  that  they  should  be  carried  out,  it  has  long  been  the 
practice  in  granting  Acta  to  these  companies  to  limit  the  liability 
of  the  shareholders.  This  was  done  in  the  C4ise  of  the  Bank  of 
England  itself ;  in  railway  and  other  comjianies,  also,  almost 
univei-sally,  in  the  charters  gmnted  to  Colonial  banks.  But  for  a 
very  long  time  the  apphcation  of  this  principle  to  private  partner- 
ahipa  in  England  was  vehemently  resisted,    lloweveri  this  resistanco 
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was  overcome  in  1855,  and  in  that  year  an  Act  was  passed,  Stiitut^ 
1855,  c.  188,  to  permit  the  formation  of  joint  stock  companies 
with  limited  liability.  However,  although  the  principle  was 
conceded  as  to  other  companies,  joint  stock  banks  were  still  moat 
jealously  ei^cluded,  on  account  of  some  unintelligible  distinction 
between  their  trading  and  other  trading.  In  the  Joint  Stock 
Banking  Act,  of  1857,  this  exclosion  was  still  strictly  maintained. 
But  the  terrible  examples  of  the  failures  of  joint  stock  Uuiks  in 
1857,  at  last  compelled  the  Legislature  to  yield,  and,  in  1858,  an 
Act  was  passed  to  extend  limited  liability  to  banks 

The  chief  provisions  of  this  Act,  Statute  1858,  c,  91,  are— 

I.  So  much  of  the  last-mentioned  Statute  of  1857  as  pi-eveutetl 
banks  being  formed  on  the  principle  of  limited  liability  was 
repealed 

II.  All  Imnka  which  issue  promissory  notes  are  subject  to  un- 
limited hability,  as  far  as  regards  tlicir  noto«,  for  which  they  on} 
to  be  liable,  in  addition  to  the  sum  for  which  they  are  to  be  Uable 
to  the  general  creditora 

III.  Every  existing  Banking  Company  may  register  itself 
under  this  Act,  upon  giving  thirty  days'  notice,  to  ea^^h  and  all  of 
its  customers.  Any  customer  to  whom  it  may  fail  to  Bend  notice 
rcfaining  liis  full  rights,  as  before 

IV.  All  companies  formed,  or  registering  themselves^  under 
this  Act,  must,  on  the  Ist  February  and  1st  August,  in  each  year, 
}KJst  up  in  a  conspicuous  place  in  it^  head  office,  and  each  branch, 
a  statement  of  its  Uabilities  and  assets,  made  up  in  a  form  pre- 
Boribed  by  the  Act 


18,  When,  in  the  conrsQ  of  leas  than  thirty-five  years, 
had  seen  tlie  whole  of  England  shaken  from  end  to  end  by  those 
tremendous  banking  catfmtrophea,  which  seemed  to  be  of  periodical 
occurrence,  they  tunied  to  the  example  of  a  country  where,  though 
there  had  been  commerciul  difliculties,  there  never  had  been  any 
bnuking  disasters  at  all  Djmparable  to  those  of  England.  Manj 
private  bankers,  it  is  true,  liad  failed,  but,  except  the  Ayr  Bank, 
Up  to  182G,  no  Joint  Stock  Bank  in  Scotland  had  foiled.  A  very 
itrong  and  general  demand,  tb^rcforc,  arose  for  the  Scotcli  system, 
nuny  men  thinking,  that  because  the  Scotch  banks  wero  joint 
■tock  bonks  that,  therefore,  joint  stock  banking  wai  all  that  was 
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ro:jiusito  to  attain  socudty.  Wlien,  therefore,  the  monopoly  of 
the  Bank  wiis,  to  a  certain  extent,  broken  up  in  1826,  they  cx- 
pectc*d  to  enjoy  similar  prosjierity  and  safety  to  what  Scotland  had 
done,  and  when,  after  an  ex|Hiricnce  of  fonrteen  years,  thty  found 
that  the  joint  stock  banks  were  scarcely  more  secure,  and  equally 
ill-managed  as  the  private  banks,  great  and  bitter  disappointmenb 
cnsned,  and  joint  stock  banking  became  a  bye-word  of  rc[)roLi.ch 

But,  in  tnith,  the  causes  of  this  are  very  evident.  In  Scotland 
the  growth  of  banking  has  been  extremely  gradual.  The  first 
joint  stock  bank  was  founded  in  1605,  the  second  in  1727,  the 
next  in  1747,  and,  except  a  few  country  ones,  no  new  one  of  any 
magnitude  was  founded  till  1810.  The  consequence  was  that 
they  gradually  expanded  with  the  increasing  wealth  of  the  country. 
They  grew  with  its  growth.  Moreover,  they  correapondingly 
increased  their  capital  They  acquired  great  experience,  after 
committing  many  errors,  which  brought  them  to  the  brink  of 
destruction.  "When  the  country  required  additional  accommo- 
dation, it  was  done  chiefly  by  throwing  out  brandies  from  the 
parent  establishments  in  the  metropolis,  so  that  they  had  all  the 
experience  and  effective  control  of  the  superior  oflicers.  At  present, 
there  are  but  ten  distinct  cstiiLHshments  in  the  country,  but 
these  have  901  branches  extending  into  every  village  in  the  king- 
dom, so  that  banking  accommodation  is  ample  and  abundant* 
But  these  are  all  independent  institutions,  depending  upon  their 
own  wealth  and  resoin-ccs,  and  except,  (>erhaps,  in  the  co&e  of  a 
sadden  run  upon  one  of  them,  never  seekiug  assistance  from  each 
other.  To  suppose  that  the  Knglish  system  of  joint  stock  banking 
borc  any  similarity  to  this  would  be  a  most  egregious  fallacy,  and 
it  was  this  diftei'cnce  chiefly  which  led  to  those  disastrous  conse- 
quences which  so  completely  falsi  lied  the  expectations  which  were 
formed  on  the  introduction  of  Joiut  Stock  Banking  into  this 
coontry 


19*  There  are,  in  trnth,  laws  of  nature  in  the  industrial 
world,  as  well  as  in  the  moral  and  physical  world ;  and  a  sys- 
tematic attempt  to  violate  these  terminates  in  disaster,  as  surely 
and  as  certaialy  as  a  systematic  disregard  of  the  laws  of  nature  in 
the  physical  world.  It  may  be  a  long  time  before  the  mischief  is 
developed,  nay,  for  a  considerable  time,  the  results  may  appear 
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RW,  Ibe  greii  kv  of  tmimn  ia  the  iadoitml  woild  is  Free 
Tbece  it  aoihtiig  bqr  csertain  u  aH  the  isoge  of 
tiKift  csdHure  prifilegei  in  comaiera  are  grrat 
n^L  Tndxag  laeaiipijlim  are  aonJ  crime& 
nld  to  Uie  Ebsralr  of  Enskod  tlie  exclostre 
Bwcpoiy  of  Iw&kinigt  it  aold  what  it  had  no  right  to 
aelL  It  had  no  man  f%hl  to  sell  to  one  bodj  of  persons  the 
right  of  carrjiag  on  tfae  Immupw  of  faankia^  than  U  had  to  sell  a 
raooopolj  of  iht  hnaem  of  boofca^ng,  or  leaiher  drening,  &r 
an  J  other  tiada  wfailefcr.  Thia  mooiopQlj  wis  aa  im jnl  and  ns 
penuciooa  as  aoj  of  tfaoie  whidi  the  OomiBona  of  Eliiabeth  and 
Jamea  I.  had  lebelfed  agaisai.  For  a  conaideffable  period  ererj- 
thing  aoenied  to  go  wdL  The  Bank  of  Ei^luid  rendered  tin- 
qoestionahte  anrioea  to  the  Slate — bo  might  any  other  tradtag 
ompontion  in  its  Une-^aDd  anj  other  oorponUton  migfit  have 
dofne  the  same,  if  thej  bad  been  pennitled.  Ent,  neTertheloai, 
the  principle  of  the  monopolj  was  nttcrlj  yicions  ;  and  Time,  the 
Avenger,  brooght  retribotion  at  last.  Injustice  slam  hers  long, 
but  ifc  is  sure  to  have  its  revenge  at  hist  When^  in  the  natural 
conrse  of  events,  the  commerce  and  wealth,  and  increasing  spirit 
of  enterprise,  demanded  an  incr^aed  Cnnencj,  and,  sare  for  this 
fDonopolj,  powerfol  and  wealthy  companies  would  have  been 
formed  in  the  metropolis,  with  ramifications  all  over  the  conntry, 
these  QDJustiiiable  privileges  of  the  Bank  prevented  them.  The 
Bank  wonld  neither  supply  this  Cnrrency  itself,  nor  permit  any 
other  powerful  company  to  do  so*  The  consequence  was  that  tho 
duty  of  supplying  the  necessary  Currency  fell  into  the  bands  of 
any  grocer,  or  tiiilor,  or  cheesemonger  who  chose  to  call  himself 
a  banker*  Their  power  waa  unlimited.  Then  came  17D3  ;  then 
17!)7 ;  then  the  long  series  of  disasters  from  I8I0  to  181 G ;  and 
then  1B25 

Wlicn  these  terrible  logons  effected  a  breach  in  the  monopoly 
of  the  Bunk,  it  was  only  a  partial  one,  n  large  |»ortion  xtill  n*ttinincd 
and  exercised  its  dendly  influence.  When  the  new  joint  stock 
banks  were  formed  tJiey  were  merely  local  banks,  all  as  dependent 
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on  the  Bank  of  England  as  the  private  banks  had  been.  Tlio 
Bank  muintained  its  exclasive  privileges  witliin  eixty-five  inilos 
of  the  metropolis;  and  this  was  the  inherent  vice  of  tiie  Eugjiisli 
system  of  joint  stock  baukiog.  Instead  of  being  independent 
banks,  strong  in  their  own  resonrces,  and  able  of  their  own 
strength  to  withstand  a  shock,  they  were  carried  on  ni^n  the 
most  dangerous  principle  of  redisconnting  the  bills  they  Ijonght, 
as  indeed  they  conld  not  help  doing ;  thus  their  very  existence 
depended  upon  the  Bank  of  England  and  the  London  hill  brokers 

20.  To  aopposc  that  this  in  any  way  resembled  the  Scotch 
flystera  would  be  a  gross  fallacy ;  the  English  banks  were  for- 
bidden to  have  establisliments  in  the  metropolis,  which,  of  all 
others,  is  the  beat  feature  of  the  Scutch  system.  We  have  already 
pointed  out  that  c^ipital  has  a  tendency  to  accumulate  in  certain 
diijtricts  of  tlie  country,  where  there  is  not  sufficient  demand  for 
it»  and  in  others  there  is  a  greater  demand  for  it  than  the  district 
:  applies.  Now,  in  the  English  system,  the  banke»-s  in  the  former 
pait  of  the  country  remit  money  to  London  to  be  held  in  deposit 
for  tlicm,  and  in  the  lattur  the  bankers  remit  their  bills  to  be 
rediscounted,  and  have  the  money  remitted.  Now,  this  legitimate 
operation,  which  is  all  done  by  one  establishment  io  Scotland, 
requires  three  distinct  and  independent  establishments  to  do  it 
in  England,  and  ha&  given  rise  to  that  system  of  rediscoanting 
whicli  is  BO  perilous  and  so  objectionable.  But  it  is  the  tiaturaf 
result  of  the  monopoly  of  (lie  Bank.  Because,  if  it  had  not  been 
for  that,  these  three  establishments  would  all  have  been  under  one 
control  and  management;  under  the  present  system  they  are  tliree 
dilTereut  and  frequently  conflicting  interests 

And  this  grcat  violation  of  natural  justice  manifested  its  evil 
consequences  in  many  other  striking  ways.  No  man  of  common 
sense  now  disputes  the  gi*eat  principles  laid  down  by  the  Irish 
Committee  of  180-i,  the  Bullion  llcport  of  1810,  and  the  authors 
of  the  Act  of  18M',  that  the  Papr  Currency  must  be  governed 
by  the  Exchanges.  But  long  alter  the  directors  of  the  Bank  of 
England  had  learnt  this  principle,  and  profussed  to  govern  her 
issues  by  the  exchanges,  they  complained  loudly  aud  justly  that 
their  efforts  to  contract  their  own  issues  in  an  adverse  exchange 
were  cooutcracted  by  the  issues  of  the  country  bauks,  and  that  oa 
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ioon  88  they  withdrew  their  paper^  the  vacuam  was  immedmtelf 
filled  up  by  country  inues.  The  reaaon  is  Tery  manifest  Tho 
Bank  of  England,  being  sitaated  at  the  heart  of  the  exchanges, 
felt  the  daoger,  and  saw  the  necessity  of  coDtraciiiig  her  tssoes ; 
the  oonntry  banks,  being  gitnated  at  a  distance,  knew  and  cared 
nothing  aboat  the  exchanges;  nay.  they  continually  profesaed 
that  their  iagiies  had  nothing  to  do  with  the  exchanges,  and 
Dataially,  whenever  they  saw  an  opening,  issued  their  paper 

Now,  if  it  had  not  been  for  this  iniquitous  monopoly  of  the 
Bank,  what  would  probably  Jiare  been  the  condition  of  English 
Banking  at  the  present  day?  There  would  have  probably  been 
thii-ty  or  forty  great  banks  in  the  metropolis,  each  as  great  as 
the  present  Bank  of  England,  with  ramifications  and  bntuchea 
all  over  the  country.  It  would,  in  fact,  have  been  the  Scotdi 
system  on  a  much  larger  scale— one  commensurate  with  the 
greater  magnitade  of  the  country.  It  would  have  been  one 
great  monetary  nervous  system.  If  this  had  been  the  case,  they 
would  have  been  acted  upon  immediately  by  the  exchangea. 
London,  being  the  centre  of  the  exclianges,  any  drain  of  gold 
would  have  caused  immediate  measnrcs  of  counteraction,  which 
would  have  been  propagated  and  enforced  by  the  parent  establish- 
ment all  over  the  country.  The  tremor  of  the  exchanges  would 
have  been  instantly  felt  in  every  village  in  the  kingdom.  Thus, 
under  a  natural  system,  any  effect  in  London  would  have  vibrated 
through  all  England,  and  no  country  banks  could  possibly  have 
acted  in  opposition  to  the  ones  in  London.  And  this  is  the  result 
to  which  the  banking  system  of  the  country  is  slowly  gravitating, 
and  which  it  will  ultimately  assume.  And  if  this,  which  is  tlie 
natural  system,  had  been  allowed  to  grow  up  from  the  beginning, 
we  believe  that  those  great  banking  catastrophes  never  would  have 
occurred.  If  any  crisis  had  occurred,  they  would  have  stood  by 
and  nAsisted  one  another,  bnt»  when  any  shock  did  occur  under 
the  unfortunate  system  which  has  prevailed,  the  country  Irnnka 
have  all  depended  on  the  Bank  of  England  for  their  very 
exiBtence 


21.  It  U  a  melancholy  reflection  that  these  great  char:  ^ 
cannot  take  place  without  producing  mnch  injury  to  priv,.;^ 
iodividuala.     The  very  obnoxious  law  iteelf  gave  birth  to  the 


PROGRESS   OF    OPINION 


395 


Lnsiness  of  a  number  of  persons,  which  the  removal  of  the 
sliuckles  of  monopoly  ranst  necesaanly  t'xtiiigfuish.  In  1832,  the 
bauking  witnesses  felt  that  the  establishment  of  joint  stock  banks 
would  be  fatal  to  the  existence  of  many  of  the  private  bankers, 
and  some  went  so  far  as  to  wish  to  prohibit  them  on  that  account. 
Since  these  41  yeai's  have  passed,  we  have  undergone  a  mighty 
revolatlon  of  opinion  in  coramercial  matters.  The  ideas  of  that 
age  are  now  as  antiquated  and  obsolete  as  those  of  the  men  befoi'e 
the  flood.  Then,  the  general  public  was  supposed  to  be  made  for 
the  benefit  of  each  separate  monopoly,  and  interest,  and  class. 
But  now  that  is  all  chan]3jed.  It  was  akin  to  the  great  Ricardian 
heresy,  that  cost  of  production  regulates  value.  Every  interest 
which  had  bestowed  labour  and  expense  in  making  productions, 
was  allowed  to  hold  the  public  in  thraldom.  The  value  of  the 
law  appeared  to  be  measured  by  the  quantity  of  labour  bestowed 
in  mastering  its  intricacies  and  technicalities.  Obstinate  pedants 
maintained  it  gravely  as  a  valid  argument  for  upholding  all  the 
old  abuses  of  the  law,  that  great  and  eminent  men  had  bestowed 
80  much  labour  and  unhappy  diligence  in  accumulating  so  much 
legal  lone.  What,  said  they,  is  the  fruit  of  so  much  ingenuity  to 
be  thrown  away  ?  In  fact,  tbey  determined  upon  loading  the 
public  with  all  sorts  of  oppression,  for  the  sake  of  preserving  a 
fictitious  value  to  so  much  misdirected  industry 


23.  Bat  all  these  ideas  are  now  past  and  gone.  They  were 
congenial  to  times  when  education  was  narrowed  to  a  small  and 
select  circle,  and  the  general  public  was  in  a  state  of  helpless  and 
inert  ignorance,  Bnt  they  have  all  been  swept  away  before  the 
advancing  tide  of  public  intelligence.  It  is  now  well  settled  that 
the  community  in  general  is  not  made  for  the  benefit  of  agri- 
caltnrists,  or  manufacturers,  or  lawyers,  or  bankers,  or  any  set  of 
men  whatever,  but  they  are  for  the  benefit  of  the  country.  It  is 
the  wants  of  the  community  which  must  give  rise  to  the  value  of 
their  occupaiiona  ;  and  all  who  engage  in  them  must  regard  them 
as  purely  commercial  speculations.  The  wants  and  requirements 
of  all  are  not  to  be  restricted  or  moulded  by  legislation  to  be  sub- 
servient to  the  advantages  of  a  few,  but  the  interest  of  particular 
classes  must  be  subordinate  to  the  necessities  of  all 
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23.  We  have  carefoUj  and  purposely  abstained  fcbronghont 
this  work  from  making  any  invidious  comparison  between  the 
merits  of  private  and  joint  8to<tk  banking^.  All  we  say  is,  let 
c:ich  of  them  have  fall  and  fair  play,  and  let  the  public  generally 
choose  which  they  think  most  euitable  for  their  purpose.  Some 
will  prefer  one,  and  some  the  other.  Each  then  will  find  it«  own 
level ;  and  the  public  wants  will  maintain  in  existence  a  sufficient 
supply  of  each.  But  it  is  impossible  to  be  blind  to  facts.  It  is 
impossible  not  to  see  that  the  days  of  the  private  bankers,  gcnc- 
rallvt  in  England,  are  numbered.  A  few  of  the  most  eminent 
may  long  contiQue  to  flourish ;  houses  which  are  an  honour  to 
commerce,  and  present  all  the  SKCurity  and  power  of  any  joint 
stock  bank.  But  it  is  impossible  not  to  see  that  the  force  of 
nature  is  against  them.  The  connections  of  the  joint  stock  banks 
ait!  so  numerous,  and  ramified  through  all  ranks  of  society,  that 
inevitable  dc^^ay  awaits  the  great  bulk  of  private  banks.  They 
will  maintain  their  hereditary  and  long-established  connections 
for  some  time  to  come,  but  most  of  the  new  business  will  go  to 
tlie  joint  stock  banks.  Every  case  of  failure  and  mismanagemertt 
of  a  private  banker  will  tend  to  shako  the  credit  of  the  majority 
of  tlie  remainder.  But  no  failui-e  of  a  joint  stock  bank  can 
destroy  the  system,  bec-ause^  liowever  much  the  shareholders  may 
suffer,  the  customers  and  depositors  will  seldom  suffer 

24.  In  the  session  of  1875  a  circumstance  occurred  which 
brouglit  out  very  clearly  the  chaos  of  absurdity  which  the  banking 
laws  of  England  present 

We  have  shewn  that  it  has  always  been  the  cardinal  principle 
of  the  Scotch  Banks  to  hold  very  lai'^'e  reserves  in  London  :  and, 
08  diflTerences  among  them  arc  settled  by  Drafts  upon  London, 
London  is,  in  fact,  the  pivot  upon  which  the  system  resta.  A 
change  in  the  mode  of  business  of  the  Scotch  merchants  ittil] 
further  increased  the  London  business  of  the  Scotch  Banks. 
Thirty  years  a^o  Scotch  merchauts  very  rarely  acotfjitcd  bilU  pay- 
able in  London,  or  thought  of  having  London  acx'ounts.  But 
now  it  has  become  quite  the  exception  for  Scotch  mt'i  f 

Glasgow,  Duiidw,  and  other  great  coinmtrcial  cities,  t"  ,  :^ 
bill  |Miyable  in  Scotland.  Their  remittanoea  from  abroad  codne 
home  in  the  sha[)e  of  bills  drawn  upon  Loudon,  and,  of  coune, 
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payable  there,  Natorallj,  therefore,  Scotch  merchanta  domicile 
their  owu  acceptances  where  their  own  reeoiirces  are  available. 
Scotch  merchants,  therefore,  have  now  an  absolute  necessity  for  a 
London  account,  and  if  they  cannot  get  this  convenience  from 
their  own  bank  they  raiist  go  to  a  London  banker.  The  business 
of  the  Scotch  banks  with  their  London  agents  baa  become  enor- 
raous.  It  ^2s  said  that  one  Bank  passed  £60,000,000  a  yenr 
through  its  London  agency.  The  Scotch  banks  have  found  it 
necessary,  in  their  own  self  defence,  and  to  preserve  their  own 
custom,  to  turn  their  London  agencies  into  branches,  The  Na- 
tional Bank  of  Scotland  opened  a  branch  in  London  in  18C5,  and 
the  Bank  of  Scotland  in  1872.  The  charter  of  the  Royal  Bank 
did  not  permit  it  to  bank  out  of  Scotland,  but,  in  1873,  with  the 
full  consent  of  the  Bank  of  England,  and  the  English  bankere, 
it  obtained  an  Act  of  Parliament  (HO  and  37  Vict.,  c.  ccxvii.)  to 
enable  it  to  open  a  branch  in  London,  and  to  carry  on  banking 
tfiere,  except  only  issuing  Notes.  The  hill  was  carried  through 
Parliament  by  Mr.  Goschen.  This  branch  was  opened  in  August, 
1874,  These  are  the  only  Scotch  Banks  which  had  then  ojiencd 
branches  in  Loudon.  These  branches  >vere  onioned  witliout 
evoking  any  ojicn  hostility  from  the  English  bankers.  But,  in 
1873,  in  consequence  of  the  increasing  connection  between  Glas- 
gow and  Cnmlioriand,  the  Clydesdale  Bank  opened  three  branches 
in  Cumberland,  at  Carlisle,  Whitehaven,  and  Workington 

This  invasion  of  the  English  provinces  by  a  Scotch  Bank 
excited  the  vehement  opposition  of  the  English  bankers,  both 
private  and  joint  stock,  and  in  April,  1875,  Mr.  Goachen,  the  very 
gentleman  who  had  taken  charge  of  the  bill  of  the  Royal  Bank 
in  1873,  at  their  instance  brought  in  a  bill  to  extrude  the  Scotch 
banks  from  England,  The  injustice  of  this  proceeding  was  mani- 
fest, because  it  was  directed  solely  against  the  Scotcli  banks, 
whereas  the  National  Bank  of  Ireland  has  not  only  a  Head  Office, 
but  also  eight  branches  in  different  parts  of  London:  but  not  a 
word  was  said  against  the  Irish  Bunks 

Mr.  Stephen  Cave,  on  behalf  of  the  Government,  moved  an 
amendment  to  the  second  reading  of  Bfr.  Goschen's  Bill,  that  "a 
Select  Committee  should  he  appointed  to  consider  and  report  niwn 
the  restrictions  imposed  «nd  privileges  conferreti  by  Law  on 
bankers  authorised  to  make  and  issue  notes  in  England,  Scotland, 
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oad  Irekod,  respectivelj,"  which  was  camad  withoot  a  dirision, 
and  Mr,  Goschen'a  biH  remains  in  snspension — in  limbo — oeitLcr 
pr*)S8ed  nor  withdrawn 

T\m  Committee  began  its  sittings  on  the  19th  of  April,  187.% 
and  took  evideace  daring  21  days,  and  reported  the  evidence  takfu 
to  the  Ilougc,  but  made  no  report  on  the  evidence  taken,  nod 
nainuiiended  it«  reappointment  in  the  next  session*  Bat  the 
Committee  was  never  reappointed 

The  primary  object  of  the  Ck}mDiittee  waa  to  aaocrtain  the 
Icifj^utity  or  the  contrary  of  the  establishment  of  the  Scotch 
brarichrg  in  London.  It  examined  Mi\  Fitzjaraes  Stephen,  Q.C., 
ant]  Sir  Hoiiry  Thring,  C.B,,  Parliamentary  draught§man  to  the 
Government,  personally,  as  to  the  state  of  the  Law:  and  besidt-s 
tliat  ilioy  hiul  the  written  opinions  of  Sir  James  Scariett  (Lord 
AhinK'''')i  ^^i'"  H'lward  Sut,'den  (Lord  St.  Leonards),  Mr.  Richards, 
and  Mr,  Uoundull  Palmer  (Lord  Selborne) 

Wo  shaU  commence  by  stating  the  opinions  of  these  aeireml 
{VtiinKct  on  the  point 

Mr,  Stephen  gave  it  as  his  opinion,  among  other  points,  that 
^•**No  joint  Btock  bank  which  issues  notes  anywhere,  except  the 

{Clint  NtiK^k  hanks  in  England  and  more  than   65  miles  from 
iondun,  may  carry  on  business  in  any  part  of  England" 

llo  OMnHidored  that  all  "foreign  banks  whatever,  inclnding 
nndrr  l\w  wum  '  fort'i^'n'  not  only  continental  banks,  but  British 
hurduiiui  uf  Eti^land,  that  is,  S(.*otch,  Irish,  and  colonial  bankSp  are 
fhihlilduii  by  the  various  Acts  of  Parliament  to  establish  them- 
•iilvt^  lu  liny  part  of  Rn^dand.**    (Q.  206) 

ItcHh^iieHl  tiiat  the  I>tmk  of  Amsterdam,  for  instance,  could 
«i|M  II  a  Itruuoh  in  Lomlun.     (Q.  307.) 

Mr.  Hti^phtiu  admitted  that  he  had  never  turned  his  attention 
(ii  lhf»  iubjpoi  beft>re,  and  that  he  had  merely  been  instructed  to 
i  «i  Ihu  matter  oa  betmlf  of  the  English  hankers  somo  two 
I  a  vYook  proYioni^s  and  that  be  was  somewhat  bia^ned  by 
lh<i  iUlo  oil  whii^h  he  Wtts  called.  Ho  also  mil  that  he  derived 
in(i«t  nt  hit  litr^r— .'J'n  from  the  memorandum  of  Sir  Henry 
^HiriiiiTt  fc*«  k*»  •'  immediately 

far  from  Mr  t  ho 
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(Q.  404,  406).    But  he  agreed  with  Mr.  Stephen  that  it  is  illegal 

to  open  hranches  in  London  or  within  the  hmifc  of  66  milea 

He  also  presented  a  memorandom  to  the  Committee. containing 
frequent  references  to  the  second  edition  of  this  work ;  and  stating 
certain  general  conclustons  he  had  arrived  at.  "  Such  beiog  tlie 
circumstances  of  the  case,  the  first  question  is  whether  it  is  or  is 
not  legal  for  Scotch  Joint  Stock  Company  banks  of  issue  to 
establish  branches  in  England.  In  answer  to  that  question  it  is 
eabmitted  that  the  prohibitions  contained  in  the  Acts  of  1697  and 
1708,  and  repeated  in  1800,  are  still  in  force,  with  the  special 
modification  introduced  by  the  Act  of  1826,  and  are  perfectly 
general  in  their  terms,  and  extend  to  Scotch  banks  of  issue  as  well 
as  to  country  banks  of  issue  in  England,  and,  consequently,  that, 
with  the  exception  of  the  Royal  Bank  of  Scotland,  which  is  em- 
powered by  Act  of  Parliament  to  have  a  branch  in  Loudon,  all 
other  branches  belonging  to  Scotch  banks  of  issue  in  London,  or 
within  65  miles  thereof,  are  illegal.  On  the  other  hand,  there 
does  not  appear  to  be  any  legal  prohibition  against  the  Clydesdale 
Banking  Company  establishing  their  branches  in  Comberland, 
being  at  a  distance  of  more  than  65  miles  from  London  ^' 

Sir  Henry  Thring  then  presented  some  siiggestionB  as  to  the 
policy  of  expelling  the  Clydesdale  Bank  by  law  from  Cumberland: 
into  this  consideration  we  shall  not  follow  him,  as,  of  course,  every 
one  is  entitled  to  hare  his  own  opinion  as  to  expediency  and 
policy 

The  Author  of  this  work  having  been  expressly  selected  by  the 
Royal  Commissioners  for  the  Digest  of  the  Law  to  declare  the 
Law  on  all  points  respecting  to  Bank  Notes,  and,  moreover,  having 
been  frequently  referred  to  in  the  memorandum  presented  by  Sir 
Henry  Thring,  and  being  perfectly  satisfied  that  there  was  no 
fonndation  whatever  for  the  doctrines  kid  down  by  Mr.  Stephen 
and  Sir  Henry  Thring,  applied  to  the  Chancellor  of  the  Exchequer 
to  be  heard  before  the  Committee,  but  the  Chancellor  refused  to 
hear  him.  As  the  opinions  given  by  these  learned  gentlemen 
were  calculated  to  strike  at  such  wide-spread  interests,  he  wrote  a 
letter  to  the  Daily  News,  which  appeared  in  that  paper  on  the 
8th  May,  1875,  shewing  that  the  opinions  expressed  by  these 
gentlemen  was  quite  destitute  of  any  foundation 

There  were  also  published,  in  the  appendix,  the  opinions  given 
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in  1833  by  Sir  Jamea  Scarlett,  Sir  Edward  Sogden,  and  Mr, 
Griffiths,  ou  the  qnestion  whether  Joint  StcK-k  Banks  of  Deposit 
coold  be  establii^bed  in  London  previonsly  to  the  clause  in  the 
Bank  Cliarter  Act  of  1833.  All  these  three  gentlemen  held  tlmt 
tliej  conld  not ;  tbej  maintained  that  the  words  of  the  roonojioly 
clause  of  the  Act  of  1097,  and  subsequent  Act,  iocluded  Banks  of 
Deposit  as  well  as  Banks  of  Issne.  But  the  legal  adviser  of  the 
Government,  Sir  John  Campbell,  held  exactly  the  reverse :  he 
held  that  the  monopoly  of  the  Bank  of  England  was  exclusively 
restricted  to  issuing  notes,  and  that  it  was  perfectly  legal  at  Com- 
mon Law  to  establish  Joint  »Stock  Banks  of  Deposit ;  and  upon 
that  opinion  the  Government  of  the  day  acted,  and  introduced 
the  declaratory  clause  in  the  Bank  Charter  Act  of  1833 

In  1855  the  Clydesdale  Bank  took  the  opinion  of  Mr.  Roundcll 
Palmer  (now  Lord  Selbome)  as  to  whether  it  was  legal  for  them 
to  open  branches  in  London  and  other  jmrta  of  England,  and 
carry  on  banking  business,  except  only  issuing  notes ;  and  Mr. 
Palmer  gave  it  as  his  opinion  that  it  was  perfectly  legal  for  tliem 
to  do  BO.  The  opinion  of  Lord  Sellwrne,  therefore,  exactly  agreed 
with  the  opinion  published  by  us  in  the  Dailtj  Newi  of  8th  May, 
1875 

We  Lave  already,  in  Chap,  xiii.,  §  17,  explained  fully  the  strict 
law  of  the  question  ;  and  shewn  that  any  Bank,  in  any  part  of  the 
world,  is  ixTfcctly  entitled  to  open  branches  in  Lundun,  or  amy 
part  of  England,  so  long  aa  it  dues  not  issue  notes  in  England, 
payable  on  demand,  or  at  any  less  time  than  six  mouths  atlcr 
demand 

Since  then,  all  the  Banks  in  Scotland,  except  only  the  locaj 
ones  at  Aljerdeen  and  Inverness,  have  opened  branches  in  L*»ndon; 
and  the  question  is  now  finally  set  at  rt^st,  and  will  never  be 
mooted  tigaia 


25.  In  1858,  as  we  have  seen,  an  Act  was  passed  to  cnabU} 
Banks  to  adopt  the  principle  of  liinit^^d  liability*  But  it  waft 
ndoptcd  in  very  few  itistances ;  aa  Banks  do  not  reiwlily  change 
their  constitution  ;  and  they  thought  that  such  a  change  would 
)if<.it;4bly  endanger  their  credit.     But  the  '         -y 

.1  <.liwgnw  Blink,  in  i:::478,  created  such  r  ,<} 

almreholdcrs  of  bonks  that  they  made  detcrmmed  eftorC«  to  cQm|>i*l 
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their  Directoia  to  adopt  the  principle  of  limited  liability.  Th|g 
was  the  case,  especially  in  Scotland,  where  iiivcBtment  in  Bank 
shares  was  recognised  by  the  Law  Courts  as  a  legitimate  invest- 
ment of  trust  funds.  But  the  Trustees  were  personally  liuhlc  for 
all  calls  and  losses  sustained  by  the  banks,  as  weU  as  to  make  good 
the  losses  to  tlieir  clients 

To  facilitate  this  the  Act,  Statute,  1879,  c.  76,  w*a8  passed, 
which  enacts — 

I.  That  any  unlimited  Company  may  increase  the  nominal 
amount  of  its  Capital  by  increasing  the  nominal  amount  of  its 
shares 

Provided  that  no  part  of  such  increased  Capital  shall  be 
capable  of  being  called  up  except  in  the  event  of  and  for  the 
purposes  of  the  Company  being  wound  up 

In  cases  where  no  Buch  iucrease  of  nominal  Capital  is  made, 
the  Company  may  provide  that  a  portion  of  its  uncalled  Capital 
shall  not  be  ca[»able  of  being  called  up»  except  in  the  event  of  and 
for  the  purposes  of  the  Company  being  wound  up 

II.  A  limited  Company  may  declare  that  any  portion  of  its 
atill  uncalled  for  Capital  shall  not  be  capable  of  being  called  up 
except  in  the  event  of  and  for  the  purpose  of  the  Company  being 
wound  up 

III.  All  Banks  are  subject  to  unlimited  liability  with  respect 
to  their  Notes  in  circulation 

Tlie  three  senior  chartered  Banks  were  created  Corporations 
before  the  Crown  was  empowered  by  Act  of  Parliament  to  create 
trading  corporations  with  unlimited  liability  :  therefore,  they  had 
always  been  limited  Banks ;  and  did  not  require  to  avail  them- 
selves of  the  Act  of  1879  to  become  so.  All  the  other  Scotch 
Banks  which  were  corporations  with  unlimited  liability,  without 
loss  of  tijue  registered  themselves  as  limited  companies,  under  the 
provisions  of  the  Act  of  1879  :  and  almost  all  the  Joint  Stock 
Banks  in  England  have  done  the  same  :  and  the  result  has  been 
to  shew  that  the  fears  which  had  been  entertained  that  limited 
Banks  would  enjoy  less  credit  than  unlimited  ones  have  been 
perfectly  groundless 
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S^  Thefini  of  iheoe  Qvet  k  tbe  ordiouj  oos  wbcrea 
lofoer  ofieoi  aoi  Booootil  witli  a  bnker  hf  p^in^  in  aiocie j  to  his 
teooant  The  costoiner  ced^s  the  property  ia  the  moofiy  to  the 
btatey  and  in  eicbaoge  for  it  the  banker  writee  down  ft  Credit  in 
hif  books  Co  his  ooitoaer'a  aoooant  This  Credit  is  a  Right  of 
action  which  tlie  costomer  has  to  deoiAnd  an  equal  amocmt  of 
mofiisy  from  the  banker  at  aoy  time  be  pleases.  This  Credit^  or 
Ili^'hi  of  action,  is,  in  modem  banking  language,  termed  a  De* 
jrxnit.     It  is  alflo  benncd  an  Issue,  from  e^ttm ;  becaoBo  bj 

.t  jng  this  Credit  ihc  hiiiiktr  has  Unied  a  Right  of  action  agiuiui 
him«elf.  Tlic  Imnsaction  ia,  theirfore,  a  sale — ao  exchange  of 
Moncj  for  a  Debt :  and  the  banker  and  his  cn8t4>mcr  utiuid  to 
each  otlicr  in  tho  o^immon  law  rektion  of  Debtor  and  Creditor 

It  i»  alio  \)Mi  of  the  fundamental  contract  Ixiwecn  T  '  id 
rtMtomer  that  the  cnstomcr  roaj  transfer  liis  Debt,  <«i  .f 

actluD^  to  any  one  else  he  pleases,  and  the  transferee  has  the  same 
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Right  against  the  banker  that  his  original  creditor  had.  If  the 
tranfifcree  is  also  a  onstomer  of  the  same  banker,  he  niaj  either 
demand  the  money  ;  or  he  may  direct  the  banker  to  transfer  the 
cre^t  from  the  transferor's  account  tx)  his  own  :  and  this  transfer 
of  the  Credit  is  in  all  resjxjcts  eqni?{ilent  to  a  payment  in  money 

U  must  be  carefully  ubiierve<l  tliat  in  such  a  case  the  banker  is 
nob  in  any  way  the  Trustee  of  his  custonier'a  money.  He  has 
iil)8olntely  bought  the  money,  and  may  apply  it  exclusively  to  his 
own  private  bL-nefit  or  pm^poses,  in  any  way  he  pleases  :  and  Ma 
customer  has  no  legal  ground  of  compbiinfc  against  him.  If,  there- 
fore, the  banker  loses  the  money  in  nnfortunato  Bpcculationa,  the 
ca-^tomer  is  only  entitled  to  receive  a  portion  of  the  banker's 
property,  rateably  with  other  creditors 

It  18  not  unusnal  for  person.^  to  say  that  they  have  so  much 
** money"  at  their  banker*8.  This  expression,  however,  is  entirely 
erroneous.  A  customer  has  no  **  money  "  at  his  banker's  :  he  haa 
nothiDg  bet  a  R'ujht  of  actwn  to  demand  bo  much  money 

But  a  Credit  in  a  banker's  book  is  so  universally  considered  as 
"money,"  that  if  a  person  makes  his  will  bequeathing  "  all  his 
ready  money,"  "  all  hia  debts,"  "  all  his  moneys/'  the  sum  standing 
at  bis  credit  in  his  banker's  books  has  been  held  by  nnmerous 
decisions  in  equity  to  pass  under  these  designations 

The  relation  between  banker  and  customer  being  strictly  that 
of  Debtor  and  Creditor,  if  a  customer  were  to  leave  a  balance  in 
his  banker's  hands  for  more  than  six  yeare,  without  operating  on 
it,  the  Statute  of  Limitations  would  take  efToct^  and  the  banker 
might,  if  he  chose,  refuse  to  pay  it 

Formerly  there  were  three  ways  in  which  the  creditor  of  a 
banker  might  transfer  hia  Debt,  or  Eight  of  action  to  another 
person — 

1.  He  might  give  a  verbal  direction  to  the  banker  to  pay  or 
transfer  tlie  cietht  to  some  one  else.  This,  as  far  as  we  can  ascer- 
tain waa  the  usual  practice  with  the  Greeks :  it  was  also  sometimes 
done  at  Rome  :  aud  it  appears  also  to  have  been  gometimes  done 
in  the  days  of  early  English  banking 

But  in  modern  English  practice  these  Credits,  or  Debts,  are 
always  transferred  by  means  of  written  documents 

2.  Either  the  banker  gave  the  customer  his  own  promissory 
notes,  payable  to  bearer,  which  he  might  transfer  to  any  one  elee 
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8.  Or,  the  costomer  might  write  a  Note  to  Us  buiker 
directing  hiiu  to  pay  the  money  to  Bome  one  elae.  Such  a  Note 
was  formerly  termed  a  Cash  Note ;  in  modem  commerce  it  is 
termed  a  Cheque 

It  is  obvioits  that  the^  [)aper  docmnents  do  not  create  any 
new  liahility :  the  Liability  was  created  when  the  banker  first 
wrote  down  the  Credit  in  his  books :  the  paper  docaments  are 
only  made  for  the  pnrpose  of  transferring  a  liability  which  has 
been  previooaly  created 

For  van  0 as  reatsons  which  need  not  be  stated  here,  the  L%'ie- 
bture  has  deemed  it  against  the  public  interest  that  bankers  should 
be  allowed  to  issne  their  own  Notes.  By  the  Bank  Charter  Act 
of  1844,  bankers  who  were  then  issuing  their  own  notes  were 
aUowed  to  continue  doing  so  to  a  certain  limited  amount.  But  uo 
banker  was  allowed  to  begin  to  issue  notes  after  the  6th  of  ^fay, 
1814  :  consequently,  at  the  present  day,  except  the  small  amonnt 
of  bankers'  notes  which  still  survive,  Banking  Credits  can  only  be 
transferred  by  means  of  Cheques 

The  case  we  have  been  considering  is  the  simplest  between  a 
banker  and  a  customer,  and  is  called  a  Drawing  or  a  Current 
Account 

Some  celebrated  banks  in  Enroi)e»  such  as  those  of  Venice, 
Amsterdam,  Hamburgh,  Rottei*dam,  &c.,  never  went  any  further 
than  this.  They  simply  bought  specie  from  their  cuBtomere^  and, 
in  L'xcbange,  gave  them  Credits  for  the  amount  in  money  of  full 
weight.  Thus  they  only  exchanged  Credit  for  Specie,  and  Specie 
for  Credit.  The  Credit  they  created  was  exactly  equal  to  the 
iSt>ecic  thoy  bought.  It  is  evident  that  such  banks  could  make  no 
profits.    These  Croditi  were  called  Bank  Mon&y 

The  Post  Office  acts  as  a  Bank  in  two  ways— 

1.  It  receives  dei)08it8  ns  a  Savings*  Bank,  and  pays  an  intcrr^t 
for  t})cir  use 

'i.  In  exchauKO  for  money  it  grants  Post  Office  Ordcw,  puyablo 
at  a  particular  OlFice,  or  Postal  Orders,  payable  at  any  OfUoo, 
This  is  genuine  bunking 

When  **  banking  '*  was  first  introduced  into  England  thi!  ofinn] 
rate  of  interest  was  10  per  cent.,  and  bftokeo  alli/vrttd  their  cus- 
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tomeiB  6  per  cent,  on  their  balances.  Bnfc  with  the  reduction  of 
the  nsual  rate  of  interest,  chieilj  produced  by  the  iacrease  of 
banking  and  tlie  instiLution  of  the  Bank  of  Eu^land,  these  halcyMQ 
daya  for  customers  soon  passed  away.  And  when  the  usual  rate 
of  interest  was  redoced  to  3  per  cent.,  it  became  impossible  for 
bankers  to  allow  interest  on  cnn-unt  accounts.  Sonic  Joint  Stock 
Banks  allow  a  small  interest  on  the  condition  that  the  customer's 
balance  does  not  fall  below  a  fixed  limit  for  a  certain  |>eriod 

It  had  always  been  a  fixed  principle  of  the  Banks  in  Scotland 
to  allow  interest  on  daily  balances  :  but  this  has  jtrnt  been 
abolished 

But  bankers  receive  money  placed  with  them  for  fixed  periods, 
or  only  repayable  after  a  certain  notice,  upon  which  they  allow 
interest,  and  grant  receipts.  These  documents  arc  termed  Deposit 
RnnpU 

It  is  part  of  the  fundamental  contract  between  banker  and 
cnstomer  that  a  cnstoma'*  can  transfer  his  Right  of  action  on  a 
current  account  to  any  one  else  he  pleases  :  but  Deposit  Receipts 
arc  only  given  payable  to  the  customer  himself  :  and  so  by  the 
common  law  these  Deposit  Receipts  were  not  transferable  so  as  to 
allow  the  transferee  to  sue  the  bank  in  his  osvn  name.  But  the 
iranaferee  might  always  sue  the  banker  in  equity.  By  the  Supreme 
Court  of  Judicature  Act  it  is  declared  that  wherever  the  rules  of 
Erinity  conflict  with  those  of  the  Common  Law  the  rules  of  Equity 
shall  prevail :  consequently,  a  Deposit  Receipt  is  now  as  transfer- 
able as  a  Bank  Note  or  a  Cheque  :  jnst  as  a  Bill  of  Exchange  no 
longer  now  requires  the  words  **  or  order  '*  to  make  it  transferable 

A  most  important  branch  of  banking  consists  in  giving 
customers  bills  or  drafts  on  distant  towns  in  the  same  country,  or 
on  foreign  towns,  called  Bills  of  Exchange*  This,  as  we  have 
already  said,  was  originated  by  the  Roman  bankers,  A  **  foreign 
banker"  is  a  banker  who,  in  exctiauLje  for  money,  gives  his 
cnstomer  bills  upon  foreign  towns,  payable  at  the  exchange  of 
the  day 


3,  Bankera  who  merely  receive  money  on  current  acconnta 
can,  of  course,  make  no  proiits  by  such  customers.  To  make 
profits  they  require  a  different  set  of  customei-s 
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It  is  the  cufltom  in  trade  to  allow  three  months'  credit  on 
all  transactioDS.  In  fackt  a  threu  montlis'  bill  is  ollen  designiitwl 
in  trade  as  "  ready  monej/'  and  for  payment  in  real  ready  money 
ii  djfloount  is  allowed.  But  a  three  months'  bill  is  inconrenient 
for  many  purposes  in  trade:  traders  want  real  ready  money.  They 
accordingly  go  their  banker  and  olFer  him  this  three  months'  bill 
for  sale.  If  the  Iwinker  thinks  the  bill  a  g:ood  one  he  bays  it  from 
his  customer :  that  is,  he  buys  the  customer's  debt  or  right  of 
action  against  another  |%rson 

But  when  he  buys  this  debt  he  does  not  do  so  with  "money" 
as  is  so  often  supposed.  He  buys  this  debt  exactly  in  the  same 
way  &fi  he  bought  money  from  his  fonner  set  of  costomers— with 
his  own  Credit.  He  writes  down  to  the  credit  of  bis  customer 
the  full  amount  of  the  bill;  and  at  the  same  time  he  charges  to 
his  debit  the  amount  of  profit  agreed  upon.  And  exactly  as  ia 
the  former  case  the  Credit  he  creates  in  bis  customer's  favour  is 
termed  a  Deposit 

The  profit  agreed  upon  and  subtracted  from  the  amount  of  the 
bill  is  termed  Discount :  and  to  Discount  a  Bill  menus  to  bay  a 
Right  of  action  which  one  pereon  has  against  another 

\Vlien  a  linker  discounts  a  Bill  it  is  a  couiplet^  Sals  of  the 
Debt.  He  buys  all  the  Eights  whicli  his  customer  had  against  all 
the  jiarties  to  it.  He  makes  his  customer  indonic  it.  The  elTwt 
of  this  is,  that  his  customer  Ixicomes  security  for  the  payment  of 
the  bill.  The  banker  first  demands  payment  from  the  acceptor,  or 
princifial  debtor,  and  if  he  does  not  pay  it  at  maturity,  he  roust 
within  twenty-four  hours  give  notice  of  the  dishonour  of  the  Bill 
to  all  the  other  parties  to  it.  If  he  fails  to  do  this,  they  are  all 
discharged  :  but  the  acceptor  still  continues  Uable 

Having  thus  bought  the  absolute  Property  in  this  Right  of 
action,  the  banker  may,  of  course,  sell  it  *^iin  to  any  nne  he 
pleases :  this  is  termed  re-discmmtinj;  the  bill  :  and  if  he  becomes 
bankrupt  the  biU  lx<!om(ss  the  property  of  hia  assignees 

In  the  loose  language  in  which  Economic  subjects  are  nsn  " 
treated,  it  is  commonly  siud  that  when  a  banker  discomiLs  a 
for  a  customer,  he  makra  him  a  ban  on  the  security  of  the  bilL 
This,  however,  is  a  complete  misconception  of  the  natarc  of  the 
traniiaction.    If  the  Ijanker  merely  made  a  loan  to  hk  vmUnmr 
on  the  Bccurity  of  the  bill,  it  would  be  the  cmhtmr^i  duty  to 
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rc|)a7  the  money  at  the  time  fixed  :  just  a£  in  all  other  loans  ii  is 
the  dnty  of  the  iktsou  rct^iviiig  ttie  money  to  repay  it.  But  a 
bmker  who  dis^'ounts  ft  liil!  never,  in  the  first  instance,  dcmuiida 
jiaymcut  from  his  own  customer :  he  demands  payment  from  the 
(iccrjilor:  and  if  the  acceptor  pays  it  duly,  the  customer  never 
hears  of,  or  sees,  the  bill  again.  It  is  only  in  the  event  of  non- 
payment by  the  acceptor  that  the  banker  comes  upon  his  own 
customer  as  Hecurity 

The  tmusiiction  is  io  reality  an  exchange,  or  Side  of  Debts : 
tlie  banker  buys  a  Deljt,  payaljle  at  a  future  time,  by  crcatiog  a 
Debt  in  his  customer's  favour,  payable  on  demand.  This  Debt  is 
termed  a  Deposit  l  hence  a  hanker  does  not  make  an  advance  out 
of  his  Deposit,  as  is  so  often  alleged;  but  he  make?  an  advance 
by  creating  a  Deposit 

But  a  banker  does,  also,  often  make  a  Xioan  to  his  cu.'itomer. 
If  a  customer  wants  an  advance,  the  banker  disconnis  his  cus- 
totner's  Promissory  Note  ;  either  with  or  without  other  parties  as 
joiut  8ecaride.H.  He  does  this  in  exactly  the  same  way  as  he  dis- 
counted a  Bill.  He  buys  the  Promissory  Note  from  his  customer, 
and  in  exchange  for  it  he  creates  a  Credit  in  his  favour  in  his 
books,  which  is  termed  a  Deposit.  In  this  case  the  ctistomer 
is  the  principal  debtor  ;  and  is  bound  to  rejiay  the  Loan,  and  the 
other  parties  are  only  called  npon  in  the  event  of  the  customer 
fuihng  to  do  BO 


In  creating,  however,  these  Credits,  or  Deposits,  the  banker 
must  always  have  strict  regard  to  the  quantity  of  specie  he  pos- 
eesaes :  so  as  to  meet  all  demands  for  payment  at  once :  if  his 
lipecte  g^ts  too  low,  from  an  onusnal  demand,  he  must  sell,  or 
re-diBconnt,  some  of  his  secmities,  and  so  provide  a  fresh  supply 
of  cash 


All  **bariking"  profita  are  made  exclusively  by  means  of 
creating  those  Credits,  or  Deposits  :  and,  of  coui-se,  the  more 
Dcpofiite  he  can  create,  the  gi-eater  will  be  the  amount  of  his 
prolits.  We  have  already,  in  chapter  vi.,  §  9,  explained  the  dif- 
fereut  methods  by  which  these  Credits  can  be  utilised  without 
demanding  payment  in  money 
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These  banking  Credits  are,  for  all  practical  purposes,  the  same 
as  Money.  They  cannot,  of  course,  be  exported  like  money  :  but 
for  all  internal  pnqxjses  they  prodttoe  identicully  the  same  effecta 
as  an  ecjual  amount  of  money.  They  are,  in  fact,  Capital 
created  oat  of  Nothing 

What  the  amonnt  of  Banking  Credits  miiy  be  in  England  we 
have  no  means  of  knowing  :  for  many  banks  in  Eng^land  publish 
no  accounts.  But  in  Scotland  we  have  a  complete  account  of 
banking  statistics  :  and,  by  the  official  retDms,  it  appears  that  in 
1884  there  were,  in  Scotland,  £108,582,418  of  Banking  Credits 
maintained  on  a  basis  of  £4,226,258  in  casii :  which  was,  for  all 
practical  purposes,  an  augmentation  of  £104,356,160  to  the  mone- 
tary reaonrces  of  the  country.  It  is  usually  estimated  that  the 
commerce  of  Scotland  is  abont  one-tenth  part  of  the  commerce  of 
the  whole  kingdom.  We  may,  therefore,  estimate  ronghly  that 
the  total  amount  of  Banking  Credits  in  this  country  exceeds 
£1,000,000,000 

4.  Thus  the  student  must  carefully  observe  that  in  the  tech- 
nical laiii^iiage  of  commerce  a  "  banker  *'  is  a  trader  who  iasQes 
his  own  Credit,  in  varions  forms*  for  Money  and  Debts.  Thia 
S|)ecies  of  bm^iness,  no  doubt,  originated  with  the  money  changeis: 
but  yet  money  changing  is  not  "  banking."  Nor  are  "  bankers'* 
money  lenders  :  in  all  cases  whatever  they  issue  nothing  but  their 
own  Credit,  which,  however,  is  exchangeable  for  money.  Ex- 
change operations  consist  in  dealing  in  specie  and  bills  :  dealings 
in  bills  are  termed  "  Banking  **  operations.  Mr.  Noraiaa  even 
called  drawing  an  ordinai-y  bill  a  "  banking  expedient  '* 


On  ths  RilaHon  of  a  Banker  to  hii  Omtomtfr^  as  his  Ag^nt,  or 
Trustee,  or  Bailee  of  Specie,  and  Banking  SeewUm 

5.  Besides,  however,  the  simplest  and  most  ordinary  relaiion 
between  baukera  and  their  customers,  as  exchangers  of  Money  and 
Debts,  bankers  do  undertake  trusts,  and  enter  into  Educiarj 
relations  with  their  customers.  They  receive  sums  of  money, 
wliidi  are  Hpecifioiiily  direi^ted  by  their  cujjtomers  to  be  uppro- 
pritited  to  some  special  purpose,  as  well  aa  aecuritioB,  and  other 
valuable  property,  such  is  8took,  Sk^sm,  &a,  to  rooeive  Lh« 
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di\idend8,  &c.,  on  behalf  of  their  customers  j  they  receive  Bills 
of  Exchange  on  behalf  of  their  cnBtomers,  and  collect  them  for 
their  customers,  in  exactly  the  same  manner  as  they  do  for  thera- 
sclres,  and  are  answerable  to  them  for  any  loss  incurred  through 
any  neglit^ence  in  not  complying  with  tbc  known  usages  of  com- 
merce. Bills  of  Exchan^^e,  Stocky  Shares,  Exchequer  Bills»  <&c., 
are  called  Banking  Secnritiea 

In  such  cases  as  this,  the  property  in  these  valuable  securiticjj 
does  not  pass  to  the  banker ;  he  is  the  mere  A  gent  ^  Trustee, 
or  Bailee  of  his  customer,  and  he  has  to  obey  his  8pet?ific 
instructions  in  each  case,  and  if  he  appropriated  them  to  his  own 
use,  it  would  be  criminal.  Moreover,  in  the  event  of  his  bank- 
ruptcy, the  property  in  such  things  would,  manifestly,  not  pofis  to 
his  assignees 

The  temptation  to  a  l>anker  to  use,  for  his  own  benefit,  the 
valuable  securities  entrusted  to  his  care,  is  so  ^reat  in  times  of 
commercial  pressure*  tliat  it  has  been  enacted,  by  the  Larceny 
Act,  24  &  25  Vict.  (18G1),  c.  DC,  s.  75— "As  to  frauds  by  Agents, 
Bankers,  or  Factors,— 75.  Whosoever  having  been  entrusted, 
either  solely  or  jointly  with  any  other  persou,  aa  a  Banker,  Mer- 
chant, Broker,  Attorney,  or  other  Agent,  with  any  Money,  or 
Security  for  the  payment  of  Money,  with  any  direction  in  writing 
to  apply,  pay,  or  dehver  such  Money  or  Security,  or  any  part 
thereof  respectively,  or  the  proceeds,  or  any  part  of  the  proceeds  of 
such  Security,  for  any  purjwse,  or  to  any  pei-son  specified  in  such 
direction,  shall,  in  violation  of  good  faith,  and  contrary  to  the 
terms  of  such  direction,  in  any  wise  convert  to  his  own  use  or 
benefit,  or  the  use  or  benefit  of  any  person  other  than  the  person 
by  whom  he  shall  have  l>een  so  entrusted,  such  Money,  Security, 
or  Proceeds,  or  any  part  thereof  respectively  :  and  whosoever 
having  been  entrusted,  either  solely  or  jointly  with  any  other 
person,  as  a  Banker,  Merchant,  Broker,  Attorney,  or  other  Agent, 
with  any  Chattel  or  valuable  Security,  or  any  Power  of  Attorney 
for  the  sale  or  transfer  of  any  share  or  interest  in  any  Pablic 
Stock  or  Fund,  whether  of  the  United  Kingdom,  or  any  part 
thereof,  or  of  any  Foreig:n  State,  or  in  any  Stock  or  Fund  of  any 
Body  Corporate,  Company,  or  Society,  for  safe  custody,  or  for  any 
BiJecial  purpose,  without  any  authority  to  sell,  negotiate,  transfer, 
or  pledge,  shall,  in  violation  of  good  faith,  and  contrary  to  the 
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object  or  purpose  for  which  such  Chatttil»  Socurity,  or  Power  of 
Attorney  shall  have  been  entrnsted  to  him,  sell»  negotiate,  transfer, 
pledge?,  or  in  any  manner  convert  to  hia  own  use  or  benefit,  or  the 
use  or  benefit  of  any  person  other  than  the  pereou  by  wiioni  he 
Bhoold  have  been  bo  entrnsted,  such  Chattel  or  Security,  or  the 
proceeds  of  the  same,  or  any  part  thereof,  or  the  share  or  int<  r^  t 
in  the  Stock  or  Fund  to  which  such  Power  of  Attorney  sli  lJI 
relate,  or  any  part  thereof*  shall  be  guilty  of  a  miBdeineanoiir,  and, 
being  convicted  thereof,  »haU  be  liable  at  the  dirtcretiou  of  the 
Court  to  be  kept  in  penal  servitndc  for  any  t^rm  not  exceeding 
aeven  years,  and  not  less  than  three  years,  or  to  lie  imprisoned  for 
any  term  not  exceeding  two  years,  with  or  without  hard  Ittboor, 
and  with  or  without  soUtary  confinement  ** 

On  the  Rf^hlkn  of  the  Banker  to  his  Oiuiomer  as  Pawnee 
of  Banking  Securities 

6.  In  Oie  Brst  of  the  relations  between  the  banker  and  his 
cuatomer  above  described,  the  banker  was  the  absolute  purchaser 
of  the  Money  and  Becurities  of  his  customer,  so  that  ho  might  do 
wlrnt  he  pleased  with  them  ;  in  the  SL-eond  he  was  merely  his 
customer's  agent,  and  it  is  highly  penal  for  him  to  appropriate  to 
his  own  nse  any  of  his  cu8tomer*8  securities,  A  relation  inter- 
mediate between  these  two  frequently  exists,  in  which  Bccnrities 
ore  deposited  by  a  customer  with  his  banker ;  the  absolute  property 
in  them  remains  with  the  customer :  but  he  obttiins  a  loan  or 
ad^Tince  of  money  from  his  banker  on  their  security,  which,  when 
he  pays  off,  the  full  property  and  possession  of  his  securitit-a 
reverts  to  himself.  The  banker  thns  becomes  the  Pawnee  of 
his  cu8tomer*8  securities,  and  while  he  is  so,  he  a<Mjuires  certain 
Rights  over  them,  though  not  exactly  a  Proj^erty  in  them,  and  it 
is  ont  of  such  cases  as  these  that  the  most  dilHcnlt  and  abstriisa 
questions  l^etween  bankers  and  their  customers  arise 

It  has  always  been  the  custom  that  if  a  banker  makes  an 
advance,  or  a  loan,  to  a  customer,  on  the  security  of  bills,  &c., 
dopositt^d  with  him,  he  has  the  right  to  re*pledge  or  sell  so  mocti 
of  these  securities  as  is  necessary  to  satisfy  his  own  claim.  And 
this  custom  is  expres^sly  sanctioned  in  the  lost  recited  clause,  which 
says  that  nothing  in  the  clause  shall  restrain  any  banker  *'  from 
selling,  transferring,  or  otherwise  di8j)osing  of,  any  SecuriUi*  or 
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Effects  ill  Lis  poeaeesion,  upon  vvbicli  he  ehall  have  any  Lien, 
Claini,  or  Demand,  entitling  bim  by  law  so  to  do,  unless  Buch 
Sale,  Transfer,  or  other  Disposiil  shall  extend  to  a  greater  number 
or  part  of  such  Secorities  or  Elicits  than  shall  be  reipiisite  for 
KUisfying  suck  Lien,  Claim,  or  Demand  ' 

This  principle  has  always  been  held  to  apply  when  a  banker 
makc«  a  loan  on  the  pledge  uf  these  securities.  It  is  also  held  to 
api^ly  where  a  cnstomer,  having  an  ordinary  account  with  his 
banker,  has  overdrawn  it  and  become  indebted  to  bim  :  the 
banker  has  the  right  to  retain  all  banking  securities  deposited 
with  him  by  Ms  customera  until  his  debt  is  paid  off 

7.  Qnestions  of  great  nicety  frequently  occur  Ijetwccn  bankers 
and  their  customers,  and,  in  the  event  of  the  bankmiicy  of  eitlier 
or  both  of  them,  their  assignees,  resj)ecting  the  property  in  bills 
placed  by  customera  in  the  hands  of  their  bankers  for  various 
purposes 

It  is  a  very  common  practice  for  customers  to  place  in  the 
hands  of  their  bankers  tlie  bills  they  receive  for  the  purpose  of 
collection 

This  is  very  convem'ent  for  the  cnstomer.  By  placing  these 
bilk  in  the  bands  of  his  hanker  he  frees  himself  from  all  anxiety 
and  trouble  regarding  their  safe  cnstody  or  preservation  for  pay- 
ment. The  banker  is  bound,  as  his  castomer's  agent,  to  present 
them  for  payment,  and  cai-ry  them  to  his  customer's  ci*edit  as  soon 
as  they  are  paid.  And  if  lie  fails  to  do  bo,  and  any  loss  occurs 
through  his  n^lect  of  the  usages  of  trade,  he  is  liable  to  his 
customer 

For  the  sake  of  convenience  it  is  usual  to  note  down  the 
amount  of  such  ImIIb  on  the  proper  day,  in  the  customer's  account, 
in  a  column  "  short  of  "  or  before  the  colnnm  for  cash.  Hence 
these  bills  are  said  to  be  "  entered  short,*'  and  the  banker  is  said 
to  hold  such  bins  "  short  " 

This  entry  is  a  mere  memorandum  to  remind  the  banker  that 
he  has  such  bills  to  collect  for  his  customer  on  a  certjun  day. 
The  sum  is  in  no  way  placed  to  his  customer's  credit :  and  the 
bills  so  *'held  short"  are  the  exclusive  property  of  the  customer, 
which  he  is  entitled  to  demand  back  at  any  time  previous  to  his 
bankruptcy 
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But  in  the  caae  of  the  cnfltomer'a  bankruptcy  the  bankor  musfc 
not  deliver  up  his  "•  sborfc  bills  "  to  bim,  as  all  his  propeiij  baa 
vested  in  hk  creditors 

As  "  short  bills  "  are  merely  intrusted  to  the  banker  for  the 
purpose  of  collection,  if  he  appropriated  them  to  his  own  use,  by 
selling  or  pledging  them,  he  would  be  indictiible  under  the  Larceny 
Act,  24  &  25  Vict.  (1801),  C.  96,  s,  76 

The  course  of  dealing  between  bankers  and  their  customers  in 
suck  eases  often  creates  perplexity 

The  point  to  be  ascertained  is,  whether  at  the  time  of  tb© 
bankruptcy  the  relation  between  the  banker  and  his  customer  was 
that  of  Principal  and  Agent,  or  that  of  Debtor  and  Creilitor. 
That  18,  whether  t!»e  property  in  the  bills  can  be  asoertained  ta 
have  passed  from  the  customer  to  his  banker 

In  some  country  banks  it  is  t!ie  custom  to  enter  the  amount  of 
such  bills  in  the  cash  eohunn,  and  to  permit  the  customer  to  draw 
against  the  amount*  But  this  is  a  matter  of  comity,  and  does  not 
transfer  the  property  in  the  bills  to  the  banker.  They  are  only 
held  as  collateral  security  against  the  advance,  and  are  not  dis- 
counted. The  customer,  or  Ms  assigucrs,  are  entitled  to  demniid 
Lack  the  bills,  in  specie,  if  the  account  shows  a  credit  balance 
without  them 

aUei  T.  Perkim  9  Eiut,  19.    Es  parU  Dwnat,  1  Alk.,  283. 

2  Yes.,  flea.,  582«  Ex  parte  OurstU,  Amb.,  297.  Thotnpton  r.  QiU», 
2  B.  A  C,  422.  Ex  parte  Sargcant,  I  Boae,  153.  Jombari  9^ 
Wooilett,  2  My.  ^  Cr.,  389.  Ei  parte  Bondt  1  M.  D.  <fc  De  O..  10. 
Ex  parte  ArvtitHead,  2  Gl.  &  J.,  371.  Ex  parts  Rttwtim,  17  Voa., 
426.  Ex  parte  Smith,  Back.,  955.  Ex  parU  Frere^  Mont.  ^  Moo., 
SMMJ.  Ex  parte  Sollert,  18  Ve8.»  229.  Bs  parte  Pease,  19  Vei.,  86. 
Ex  part«  Tvogood,  19  Ves.,  227.  Ex  parte  Edwardf,  2  M.  D.  *  l>o 
G..  625.  Zinck  y.  Walker,  2  W.  Bk.,  1154.  Park*  t.  ElioKm,  1 
East,  544 

But  if  the  course  of  dealing  shews  that  the  cnstomer  intended 
the  banker  to  consider  and  deal  with  the  bills  as  bis  own  propertj, 
they  will  not  be  recoverable 

Et parte  Ottriell.Amh,,  297.    Beniw.  Ptiltrr,  6  T.U,, 491.     TiioU 
7,  Uotlinineorth,  5  T.  R.,  218«    Baton  y.  PulUr,  1  B.  Jt  P.,  539 

The  bills  cannot  be  held  to  Imve  l)eoome  the  property  of  the 
Uiaker  unleas  tbc  coatomer  has  an  immediate  Bight  ol  aoUoo 
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agaiust  Mm  for  the  fall  amount,  less  the  discooiit ;  and  the  banker 
has  acquired  a  Right  of  action  against  all  the  parties  to  the  biE 

On  the  relation  a/  a  Banker  to  his  (Jmiomer  as  Warehouse* 
man  of  his  Plaie,  Jewels,  Specie,  Deeds,  Sectirities,  &c. 

8.  Besides  receiTin^f  monej  and  aecurities  from  their  ens- 
tomera  in  the  way  of  banking  biisines3,  bankers  also  receive  from 
their  customere  cheats  of  plate,  jewels,  specie,  deeds,  securities, 
&c.,  aa  mere  Deposits,  for  the  sake  of  safe  custody  in  their 
strong  rooms.  In  this  capacity  they  act  simply  as  Warehouse- 
men for  their  customers,  and  no  property  of  any  description 
passes  to  them  in  the  goods  deposited 

The  banker  makes  no  charge  for  snch  a  deposit,  he  is,  there- 
fore, a  grataitons  Bailee  :  and  he  is  not  liable  for  any  loss  that 
may  occur  by  the  dishonesty  of  a  clerk  or  servant,  provided  that 
be  was  not  aware  of  his  servant's  dit^lionesty,  and  that  he  exercises 
that  degree  of  care  and  diligence  which  men  of  prudence  would 
do  in  their  own  affairs 

QibUn  T.  ycMnUen,  L.  B.,  8  P.  C,  917 1  38  L.  J.»  P.  C,  25 

A  banker  misappropriating  any  snch  deposits  to  \m  own  ubo 
wonld  be  indictable  under  the  Larceny  Act,  21  &  25  Vict.  (1861)* 
^  06,  8.  75 


On  the  Appropriation  of  Payments 

9.  1.  If  a  debtor  owes  several  debts  to  a  creditor  he  may 
appropriate  or  impute  any  payment  he  makes  to  whichever  of  the 
debts  he  pleases,  if  he  declares  his  intention  at  the  time  of  making 
the  jiayment  (a) 

And  such  an  appropriation  may  be  implied  from  circumstancea, 
even  though  not  expressly  declared  (6) 

{a)  Anon,  Cro.  Eliz.,  08-  PinneVt  ceue,  5  Co.,  117b.  PHers  v, 
Antlfrwn,  5  Taunt.,  596.  Makolm  v.  Seott,  6  Hiire,  670.  Smith  r. 
Smith,  9  Beav.,  80.  Waugh  v.  Ifr*n,  11  W.  li,  2U.  Es  parts 
Bafael  ikl  Sar,  IDeQ.Si  J.,  152 

(6j  Shaw  T.  Pictan,  4  B.  <&  0.,  715.  7oung  r.  English,  7  Bear. 
10.  Stoveld  V.  Kada,  4  Bing.,  154.  Watert  v.  Tompkiw,  2  C.  iL 
6t  R..  7*Ji.  Kni'jht  v.  Dowyer,  4  De  G-  &  J.,  619,  Pearl  v.  Deacon, 
34  B«jav.,  ISO.     Mamjats  y.  While,  2  Stark.,  101.    Newmarch  r. 
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day,  14  East.,  239.    Taylor  ▼.  Kifmer,  8  B.  <ft  Ad.,  320.    Wright 

▼»  Ukkling,  L.  R.,  2  0.  P.,  199.     Ntuh  v.  Hodg«m,  0  De  Q.  M,  A 

O.,  474.     lUnniktr  v.  WiQg,  4  Q-  B.,  792.     Williammn  7.  ilairioi- 

ton,   10  J,  B„  Moore,  362.    Peatt  ▼.  Hiwf,   10  B.   &,  C,  12'i. 

Pri<tAr/.rtm  V.  Wickham,  2  K  dk  J-,  478 

2,  If  the  debtor  makes  no  appropriation  at  the  tune  of  tbc 

pjiyment,  the  creditor  may  appropriate  it  to  whicljevcr  debt  he 

pleages  {h) 

The  appropriation  is  not  camplyto  until  he  has  notified  it  to 
hia  debtor,  but  when  it  is  once  notified  he  cannot  revoke  it  [c) 

The  creditor  cannot  appropriate  the  paymout  to  an  illegal 
debt  {d) 

But  he  may  do  so  to  one  upon  which  the  remedy  only  U 
barred  by  a  Statute,  or  by  a  lej^al  technicality  {e) 

If  one  debt  be  certain,  and  another  donbtfol  or  uncertain, 
he  must  appropriate  it  to  the  certain  debt  (/) 

(a)  Ooddatd  V.  Cot,  3  Stra,»  1194.  BIo»m  y.  Cutting,  3  8tra„ 
1194.  Hall  V.  Wood,  14  East.,  243n.  Kirby  v.  Duke  of  MarU 
borough,  3  M.  Ss  3.,  18.  Hutehinton  v.  BeH,  1  Taunt.,  55«.  J>air*oii 
V.  Remnanlt  6  Esp.,  N.  P.  C,  24,  PeUrg  v,  Andcrnon^  5  Taunt., 
696.  Griffg  v.  Cocks,  4  Siin.,  438.  J3uKrt««/M«?i  v.  Wray,  6  Taunt 
697'    Na»h  T.  Hodgion,  6  De  G.  M.  &  G.,  474 

{h)  PhilpoU  V.  Jonf»,  2  A.  (ft  E.,  41.  Simton  T,  Ingham^  iB.A 
0,  C5.  TTiWia^a*  v,  (Jr^f?*,  5  M,  &  W,*  300.  Noih  ?.  Qodgtim^  e» 
De  G.  M.  as  G..  474 

(c)  fVa«^  7.  Bireh,  3  Kxiapp.,  380.  JETocieft^m  v.  PkiivAiu,  2  B. 
A  Aid.,  m.  E&yal  Bank  of  Scotland  t.  Chrktit^  8  0«  dr  F.,  214. 
Wickham  v.  Ificit/uim^  2  K,  A  J.,  478 

{d)  Wright  t.  Laing,  3  B.  <fc  C„  165,  £x  parf^  AaiMR^fcm,  2  Dea. 
&  Ch.,  534.     /;<&&a»u  y.  Crtck^tt,  1  B.  <b.  P.,  264 

(i-)  Wiii*  V.  Fowke*,  5  Biufc;.,  N.  C,  456.  PhilpoU  t.  Jcrw*,  3  A. 
A  E.,  41.  Ci-u/fctAan^i  v.  Roie,  I  Moo.  A  B.  100«  4rm)M  v. 
Magor  of  PooU,  A  M..  Ji  G.,  860.  LamprtU  v.  BtU^rtcay  Union,  3 
Exch,,  283, 

(/)  Godilard  t.  Eodgti,  1  C.  *ft  M.,  33.  I?ttrn  y.  BovlUm,  2  0.  B.« 
470.  Oitddard  v.  Cu*,  2  Str.,  1124.  Jam^  v.  C/«W,  2  Cr.  A  J«r.,  678 
8i.  If  neither  the  debtor  nor  the  creditor  appropriated  the  pay- 
mont,  ani  uon '  can  be  presumed  from  circuraatanccs,  the  Law  will 
app''opriate  it  to  the  discharge  of  the  earlier  debts 

Ctagton*M  ease,  1  MiT..  GOB.  Bodcnhitm  r.  Pur€ha$,  9  B.  A  Ald*« 
89.  Field  t.  C«it,  5  Bin«.,  13.  Peniberton  v.  Otikgt,  4  RaaB.»  151. 
Srm^fm  Y.  Jngham,  2  B.  it  G„  65.  Brooke  v.  EnJrr^y,  2  B.  A  B., 
^0.    Stemdale  v.  Unnkituon,  1  Sim.,  393.     Smith  v.  irii^t«|f.  S  Uol 
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A  Se.»  17i.  BeaU  7.  Caddick,  2  U.  A  N„  32$.  HoUond  t.  Teed, 
7  Hure,  60.  SUhel  v.  Spriwifield,  12  W.  R.  Q.  B>»  73.  Re  Mcdeice't 
trmt,  26  B^av.,  688,  Merrinuin  v*  Ward,  IJ.  A  H.,  371.  Scott  ▼♦ 
Beal*.  6  Jur.,  N.  S.,  559 

4.  An  executor  cannot  alter  u  previous  appropriation  of  pi\y- 
ments  bo  as  to  revive  a  liability  on  the  estate  which  has  alreiiJy 
beeu  extingoished 

Merrimtn  7.  Ward,  1  J.  &  H,,  871 

5.  If  a  customer  pays  in  money  to  his  batikers,  ipeoitoklly 
appropriated  to  certain  purposes,  the  banker  must  appropnafco  H 
to  those  purposes  only»  and  to  no  other 

Chartered   Dank  0/  Indiat  Australia^  and  China  v.  EvatUt  21, 
L.  T.,  N.  8.,407.     Hill  v.  Smith,  12  M.  &  W.,  618 

Banhers  as  Agents  or  Correspondents  0/  other  Bankers 

10,  1.  Bankers  not  only  have  their  own  cnatoraers,  but  they 
act  as  agents  and  correspondents  of  other  bankers.  They  are, 
therefore,  the  agents  of  an  agent 

A  customer  frequently  rerjuipea  his  banker  to  perform  8omo 
duty  for  him  which  can  only  l)e  done  by  \m  employing  another 
banker  at  a  distance;  and  eveu»  sometimes,  that  agent  employing 
another  agent.  In  these  succL'ssive  agencies  losses  may  bappoti 
quite  imi<.>cently  in  the  course  of  trade.  In  all  such  cases  the 
banker  originaDy  employed  is  liable  to  his  customer,  because  it 
was  he  who  chose  the  agent  who  made  the  loss  :  or  who  chose  the 
agent  who  chose  the  agent  who  made  the  loss.  Therefore^  the 
first  banker  must  bear  the  loss  as  regards  his  customer,  and  then 
have  recourse  against  his  own  agent 

Lord  North't  cane,  Dyer,  161.    Matthewt  v.  Haydon^  3  Esp.,  N* 
P.  C,  609.    Mackerty  v.  Ilamayi,  9  CI.  &  Fin..  81d 

2.  If  a  customer  pa3's  in  a  simi  of  money  to  his  own  bankers, 
with  directions  to  him  to  remit  it  to  another  banker,  and  the  first 
banker  fails  before  he  has  done  so,  the  property  in  it  remains  with 
the  customer 

Farley  y.  Turner^  2C  I*.  J,  Cbanc,  710 


The  Bankruptcy  0/ a  Customer:    Bet-oft  atid 
Mutual  Credit 

11,  1.  Directly  a  customer  is  bankrupt  he  is  commercially  dead, 
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and  he  has  lost  all  power  to  deal  with  his  propertj,  wb'ch  is  goo* 
to  his  creditors 

Consequently,  a  banker  may  reiHve  money  on  a  bankrapt 
ca^fconier*8  account,  because  he  does  so  as  trustee  for  the  creditors ; 
bot  he  most  not  pay  away  any  money  to  his  customer's  order  after 
notice  of  his  bankruptcy,  and  if  he  does  so,  he  will  have  to  refund 
it  to  the  creditors,  and  he  will  not  be  allowed  to  prove  for  it  under 
the  fiat 

VcTnon  ▼.  Hafikc^,  2  T.  B.»  118 

2.  Where  a  bank,  by  special  agreement  with  a  enstomer, 
retained  a  sum  of  money  as  security  for  bills  discounted,  and  the 
customer  afterwards  becomes  bankrupt,  it  was  held  entitled  to 
retain  this  sum  again «it  the  assignees 

The  Chartered  Dank  of  India,  Auitralia,  and  China  v,  Evans^  SI 
L.  T-,  N.  8.,  407 

3.  On  the  bankruptcy  of  a  customer,  each  bill  of  his  under 

discount  is  to  be  treated  as  a  separate  debt,  and  the  bank  cannot 
recover  the  full  amount  of  the  bill  from  the  other  parties,  and 
receive  the  dividend  upon  it  from  the  bankrupt's  estate  as  well 

Ex  parte  Hornby,  De  G.,  69.  Ex  parte  Holmi,  4  De&o.,  82,  B» 
parte  Brook,  2  Bose,  334 

4.  A  banker,  knowing  that  hia  customer  had  committed  an 
act  of  bankruptcy,  took  from  a  surety,  who  did  not  know  of  thig 
act  of  bankruptcy,  a  guaranty  to  secure  all  debts  then,  or  to 
become,  due  from  the  customer  to  a  given  amount ;  which  the 
surety  paid  without  specifying  which  portion  of  the  debt  it  should 
be  applied  to>  Held  that  it  was  to  be  applied  to  the  portion 
proveable  under  the  fiat,  and  not  that  which  waa  not  proveable 

Ex  parte  Sharp,  3  M.  D.  4  De  O..  490 

5.  A  creditor  generally  may  apply  any  security  he  holds  to 
discharge  whichever  debt  of  the  bankrupt  debtor  he  pleases 

Egpart4  Haward:  ex  parts  ArUley,  Cooke'e  Baok.  Lawb,  147, 148. 
Ez  part*  Hunter^  6  Vea,,  94»  Ex  parte  Johmon^  8  De  G.  M.  A 
Q.,  218 

6.  The  holder  of  a  biK  of  exchange  has  no  Lien  on  any  sectiri- 
ties  given  by  the  drawer  to  the  acceptor  to  protect  his  acceptance, 
ao  long  as  the  partiei  are  solvent :  bnt  if  they  f^l,  the  holder  hoe 
then  a  Lien  on  these  securities  to  discharge  the  bill 

7  But  this  doctrine  does  not  apply  when  the  drawee  hM  not 
tooepted  the  bills  (a) ;  nor  in  any  case  where  the  creditor  has  not 
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doable  rights  against  both  flrnis  {b) ;  nor  whcu  citlier  the  drawer 
or  acceptor  is  a  Joint  Stock  Comimnj,  wluch  has  bceu  oi*dercd 
to  be  wound  np,  mile?s  it  can  bo  shewn  that  the  Company  ia 
insolvent  (c) 

(a)  Ex  parU  H'aritfif,  19  Vot.,  345 

(6)  rattghan  V.  Ilultitltty,  L.  R,»  9  Ch.  Ap.,  SQl 

(c)  Uickic  flfr  Cn/«  <;««,  L.  H.,  4  Eci.,  226 

8,  Set-off  and  Mutual  Credit.  By  the  common  law  of  England 
if  two  persou-s  were  mutually  indebted,  and  one  brought  an  attion 
against  the  other  for  pjivnient  of  bis  debt,  the  other  could  not 
plead  that  the  first  waa  also  indebted  to  him ;  he  was  obliged  to 
pay  his  debt  first;  and  then,  if  he  chose,  he  might  bring  an 
action  to  recover  payment  of  his  own  debt 

The  Courts  of  E(iuity,  however,  adopting  the  Law  of  the 
Pandects  of  Justinian,  recognised  the  principle  that  when  two 
parties  were  mutually  indebted,  the  debt  of  one  sliould  be  set-off^ 
or  8ul>tracted  from  the  other,  and  the  balunee  only  shonld  be  pay* 
able.  The  want  of  tins  iiractiue  in  law  was  found,  as  coioinerce 
increased,  to  be  productive  of  great  injustice  in  the  case  of  bauk- 
rnpts.  Persons  who  owed  debts  to  bankrupts  were  obliged  to  pay 
their  debts  iu  full,  and  then  they  received  only  a  dividend  on 
what  the  bankrupt  owed  them 

Tbe  principle  of  iet-of  was  allowed  in  the  case  of  bankrupts, 
by  Statute  4  Anne,  c.  17,  and  afterwards  iu  the  Insolvent  Debtors' 
Act 

At  last  two  general  Statutes  were  piissed,  2  Geo.  IL,  c.  22, 
8.  13,  and  8  Geo.  II.,  c.  24,  s.  1,  called  the  Statutes  of  Bet-off, 
which  gave  a  general  right  of  set-otf,  or  Compensation^  in  the 
case  of  mutual  debts :  that  is,  in  the  case  of  asecituined  inoney 
deinands 

But,  under  these  Statutes,  the  respective  claims  must  be 
existing  legal  debts:  hence,  a  debt  could  not  be  set-off  against 
damages  sought  to  be  recovered  in  an  action  :  as,  if  a  banker  had 
damaged  his  customer's  credit  by  his  conduct^  a  debt  owed  to  liim 
by  his  customer  could  not  l)e  set-off  against  it.  Nor  can  a  debt 
barred  by  the  Statute  of  Limitations  t)e  set-off  against  an  ejtisting 
one.  Nor  by  thcisc  Statutes  could  a  debt,  only  to  arise  at  a  future 
time,  as  on  a  bill  or  note  not  yet  due,  be  set-off  against  an  existing 
debt 
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The  debts,  therefore,  must  be  due  and  payable  at  the  time  of 
the  action,  and  also  at  the  trial 

Brahhwaiie  v.  CoUinan,  4  K,  A  M.^  654.      HutcUfiMon  f,  Btid, 
8  Cajnpv,  S29.    Etfton  v.  Littledalt,  7  B,  &  L,,  55 

9.  The  debLs,  also,  must  be  strictly  mottml :  hence,  if  a  6nn  sne 
for  a  partiienship  debt,  a  debt  due  from  some  members  of  the  firm 
could  not  be  a  set-off.  If  a  firm  be  sued,  they  could  not  set-oif 
debts  due  to  some  of  them,  Oue  partner,  however,  may  settle  n 
debt  due  to  the  partnership  by  setting-off  against  it  a  debt  due 
from  himself 

The  Statutes  only  permit  set-off  in  the  case  of  mutually  existing 
legal  debts.  But  the  Bankiaiptcy  Act  goes  fm-ther ;  it  allows  the 
set-off  of  mutual  crtaht,  as  well  as  of  mutual  debU;  and  mutual 
credit  is  more  extensive  than  mutual  debt 

There  is  mutual  credit,  though  one  of  the  claims  constituting 
it  is  not  yet  due,  as  in  the  case  of  a  bond,  bill,  or  note,  payable  at 
a  futtire  time 

Thus,  if  a  banker  is  indorsee  of  a  bill  of  a  bankrupt  acceptor 
or  indorser,  and  the  acceptor  or  itidorser  holds  an  equivalent 
amount  of  the  banker's  notes  payable  on  demand,  there  is  a  mutual 
credit,  and  the  banker  may  set-off  one  against  the  other 

A  Bill,  acc^^pted  for  the  bankrupt's  accommodation,  is  witlun 
the  mutual  credit  clause,  aud  may,  under  the  Bankrupt  Act^,  l>c 
set-off  agaim$t  a  demand  by  the  assigneea  for  money  had  and 
received  to  their  use  after  the  bankruptcy 

If  a  banker,  however,  commits  a  breach  of  trust,  si&,  if  he 
receives  bills  or  notes,  with  orders  to  apply  tlieir  procceda  to  a  jwir- 
ticuliir  purpose,  and,  instead  of  doing  so,  converts  them  to  his  own 
use,  he  could  not  plead  set-off 

10.  Mutual  credit  and  a  Lien  do  not  dc^atroy  each  other 

Clark  V.  Fell,  4  B.  d  Ad.,  404.    Ex  parte  Damett,  L.  B.,  9  ChAQO. 
Ap.  29d 

11.  Under  the  Bankrupt  Act  a  8ct-o(f  is  available  in  all 
actions,  whether  for  debt  or  damages 

Under  the  term  mutual  eredit^ihc  credit  need  not  i  'y 

bo  given  in  money.   Thus,  if  goods  be  deposited  with  tht .......  .ly 

to  convert  them  into  money,  that  may  be  pleaded  as  set-off,   llrns 
the  mutual  credit  mnst  be  such  as  was  intended  to  termiiiate  in  m 
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debt.    This  ia  manifestly  the  same  principle  as  applies  to  hills  and 
notes  not  yet  due 

Mutual  credit,  however,  must  actually  exist  at  the  time  between 
the  baiikrnpt ;  therefore,  when  the  defendant  promised  to  indonse 
a  bill  to  the  bankrupt,  in  considemtion  of  hia  acceptance,  it  waa 
held  not  to  be  mutual  credit 

12.  A  creditor  borrows  money  from  his  debtor  under  an 
express  promise  to  repay.  He  may,  nevertheless,  plead  set-off  of 
his  original  debt 

Lechmere  y.  Eawkina,  2  Esp.,  B.  C,     TaijUT  v,  Okey^  13  Ves,,  160. 
See  alBO  Cavtndi$h  y.  Greaves,  24  D«av,,  1C3 

13.  Rif^ht  of  set-off,  nndcr  the  Statute,  only  exists  where  tba 
debts  are  enforceable  by  action 

Jlaid^j  V.  Eavli^j,  1  Q.  B.  B.,  460 


On  Banking  Investments 

12.  Though  a  banker  ia  bound,  theoretically,  to  repay  every 
one  of  his  customers  instimtly  on  demand,  yet,  as  no  man  whatever 
would  spend  all  his  money  if  it  were  in  his  own  possession,  but 
would  keep  a  store  of  it,  and  spend  it  gradually,  so,  when  he  keeps 
it  at  his  banker's,  he  will  not  be  likely  to  require  it  all  at  once, 
but  will  keep  a  store  of  it  there,  just  as  he  would  have  done  if  he 
had  kept  it  at  Iiome  ;  and  the  banker  ia  able  to  trade  with  it  in  a 
variety  of  ways,  if  he  takes  care  to  keep  by  him  sufficient  to  meet 
any  demand  his  customers  are  likdy  to  mjikc  on  him.  The 
different  methods  in  which  a  banker  trades  with  the  money  left 
with  him  by  his  customers,  depend  very  much  on  the  class  of  his 
customers,  and  their  occupations,  and  the  g^eneral  business  of  the 
locality  he  lives  in.  He  must  adapt  his  business  in  such  a  way  as 
may  be  most  suitable  for  the  cbiss  of  customers  he  has  to  deal 
with :  80  that  he  may  never  fail,  for  an  instant,  to  meet  any 
demand.  If  his  cnstoraers  are  chiefly  country  gentlemen,  whose 
rents  are  remitted  regularly,  and  who  draw  them  only  for  family 
ex}X!nditure,  he  may  calculate  pretty  accurately  on  the  demand 
likely  to  be  made  on  him,  and  he  may  lend  out  his  fonds  on  moi*e 
distant  securities  than  are  prop^T  in  other  casas.  Snch  are  chitlly 
couiitry  bjiukers  in  agricultural  districts,  and  those  at  the  West 
End  of  London 

JtK  i 
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But  wbea  a  banker  does  bnsinoaa  in  a  trading  commniiitj,  who 
are  ia  conalant  want  of  their  money,  and  whose  demands  are  much 
more  fi*equent  and  unexpected,  he  must  adopt  a  very  different  line 
of  business.  He  miist  tlien  have  his  funds  within  reach  at  a  very 
short  notice,  and  he  ought  to  have  tliera  invested  in  such  properly 
as  he  can  re-sell  on  a  very  short  notice,  to  meet  any  uncxptH'UHl 
pressure  upon  him.  The  business  of  such  a  hanker  will  chit-fly 
cousist  in  discounting,^  hilia  of  exchange,  and  is  of  a  distinct  nature 
from  that  of  lending'  money  on  mortgage 

We  must  now  consider  the  various  methods  in  which  bankers 
trade.  They  are— Ist,  by  disf^ouuting  lulls  of  exchange  ;  2ndly, 
by  advancing  to  their  customere,  on  their  own  promissory  aott^ 
with  or  without  collateral  security ;  Srdly,  by  means  of  cash 
credits,  or,  as  they  are  sometimes  called,  overdrawn  accounts ; 
4thly,  by  lending  money  on  mortgage ;  5thly,  by  purchaang 
public  secunties,  such  as  stock  or  Exoiioquer  bills 

Chi  Disc^funting  Bilh  af  EjrchangB 

13.  In  Chap.  IV.,  sect.  8>  we  have  fully  explained  the  nature 
and  origin  of  biUa  of  exchange — in  Uie  present  Chapter  wc  have 
only  to  make  some  practical  observations  on  the  subject 

If  an  abundant  supply  of  perfectly  good  bills  of  exchange  were 
always  to  be  had,  they  are,  no  doubt,  the  most  eh'gtble  of  banking 
investments,  for  their  date  is  fixed,  and  the  banker  always  knowt 
the  precise  day  when  his  money  will  come  back  to  hirn.  He 
charges  the  profit  at  the  time  of  the  advance,  and  he  gainii  it, 
whether  the  cufitomer  draws  out  the  money  or  not  i  and,  in  a 
large  bank,  it  must  often  happen  that  drawers,  acceptor*,  and 
payees  arc  all  customers  of  the  same  bank,  so  that  when  the 
drawer  lias  his  account  credited  with  the  proceeds  of  the  bill,  and 
draws  out  the  money,  so  far  as  he  is  concerned,  in  many  cases  it 
moBt  often  happen  that  the  cheque  finds  it«t  way  to  some  one  who 
is  a  customer  to  the  same  bank,  and,  therefore,  the  bank  has 
reaped  a  profit  on  creating  a  credit,  which  is  simply  transferred 
from  one  account  to  another.  And  the  same  resulla  take  plaoo 
much  more  frequently  by  moans  of  the  system  of  cl* 
plained  in  the  next  Sectinn,  by  which  all  the  banka  th  •  ^  tj 
it,  are,  in  fact,  but  one  gi-eat  l>anking  institution.    If  it  iboald 
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fifippen  tliat  a  cnstotDer  of  one  of  the  great  banks  drawg  a  cliec|ue 
in  favoor  of  the  customer  of  another,  the  cliancga  are  tliat  gome 
customer  of  the  other  bank  has  done  precisely  the  same  in  favour 
of  a  customer  of  the  first  bank,  and  these  claims  are  settled  bj 
meana  of  the  Clcariug  House,  by  being  set  off  one  against  the 
other,  without  any  demand  whatever  for  coin*  The  more  perfect, 
of  coarse,  the  clearing  system,  the  less  coin  will  be  required. 
Consequently,  the  greater  part  of  bankinir  profits  are  now  made 
simply  by  creating  credits,  and  these  credits  are  paid,  not  in  cash, 
bat  in  exchanging  them  for  other  credits 

When  a  banker  ihscotints  a  bill  for  a  customer  he  buys  it,  or 
purchases  it,  out  and  out  from  him,  and  acquires  all  his  customcr'a 
rights  in  it,  that  is,  of  bringing  an  action  against  all  the  parties 
to  it,  and  also  of  re-selhng  it  again  if  he  pleases,  or  re-iUscouMinff 
it,  and  this  is  one  of  the  great  advantages  of  discounting  bills, 
that  if  there  be  an  unusaa!  pressure  for  cash  on  the  banker,  he 
can  re-sell  the  bdl  he  has  bought 

The  bills  a  banker,  then,  has  bought,  arc  his  stock-in-trade. 
He  hoys  them  from  his  own  customer  at  a  certain  |)rice,  and  sella 
them  again  to  the  acceptor,  just  as  a  hosier  may  bnj'  stockings 
from  the  manufacturer,  and  sell  them  to  a  customer 

When  a  hanker  disooimts  a  hill  be  writes  down  the  full  amount 
of  the  bill  to  the  credit  of  his  customer,  and  at  the  same  time  he 
debits  him  with  the  discount  on  it 

The  system  of  discounting  hills  is  intended  to  be  the  sale  of 
hoiidjitle  debts  for  work  done,  or  for  property  actually  tmiisferred 
from  one  party  to  another,  and  there  is  nothing  that  rccjuii-es 
more  sleepless  vigilance  on  the  part  of  a  banker  than  to  lake  care 
Umt  the  debts  he  buys  are  genuine  and  not  fictitious  ones.  When 
hills  are  offered  for  sale,  he  ought  to  know  whose  debt  it  is  that 
ho  is  buying,  and  he  ought  to  be  able  to  form  some  conjecture 
as  to  the  course  of  dealing  between  the  parties,  which  could  give 
rise  to  the  bill.  Bills  should  not  only  l)e  among  trarlera,  but  only 
Bt.Tording  to  a  particular  course  of  trade.  We  will  sjMiak  of  real 
debts  in  the  first  place ;  and  these  may  arise  in  a  number  of 
ditfereut  ways.  First,  between  traders  in  the  same  business,  and, 
seconilly,  iKftween  traders  in  different  species  of  business,  but  yet 
for  work  done.  If  we  take  the  case  of  manafiu^tured  or  imported 
goods,  there  are  usually  three  stages  they  pass  through — Ist,  froi^ 
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the  mannfactorer  or  importer  to  the  wholesale  dealer ;  ^ndly, 
from  the  wholesale  dealer  to  the  retail  dealer ;  and,  Srdlj,  from 
the  retail  dealer  to  the  consiuner.  Each  transfer  of  prc»pert.j 
may  give  rise  to  a  bill ;  but,  of  these,  the  first  two  are  by  far  the 
most  eligible,  and  are  most  peculiarly  suitable  for  a  bauker  to 
buy ;  the  thiitl  should  only  be  purclmsed  with  very  great  caution, 
and  bat  rarely 

There  are  other  cases  of  good  trade  bills,  when  one  business 
rcfittires  the  supply  of  different  productions,  such  as  a  builder 
requires  a  supply  of  wood,  lead,  slates,  bricks,  and  other  materials 

Hence,  a  bill  of  a  wood  merchant,  or  a  lead  merchant^  on  a 
builder,  would  be  a  very  natural  proceeding,  and  apparently  a 
profKjr  trade  biE*  Again,  bilia  may  legitimately  arise  betwwn 
traders  of  wholly  diderent  descriptions,  but  yet  for  work  done. 
Thus,  if  a  binlder  fits  up  premises  for  a  shopkeeper  or  meixihant* 
a  bill  between  the  parties  for  the  work  done  is  a  very  legitimate 
one  for  a  banker  to  discount.  All  these  bills,  therefore,  follow 
the  natural  course  of  trade,  and  carry  the  appearance,  on  the  faoa 
of  tlitim,  of  being  ^^nuine 

But  if  a  banker  sees  bills  drawTi  against  the  natural  stream  of 
trade,  it  should  infitantly  rouse  his  suspicion.  Thus,  a  bill  drawn 
by  a  wholesale  dealer  upon  a  manufacturer,  or  by  a  retail  dealer 
ujhju  a  wholesale  dealer,  would  be  contrary  to  the  natural  cours*e 
of  trade,  and  should  arouse  saspicion.  A  bill  drawn  by  a  lead 
merchant  upon  a  builder  would  be  proper  on  the  face  of  it,  if 
tlarc  were  nothing  to  excite  suspicion  ;  but  a  bill  of  a  builder 
u|K)U  a  lead  merchant  would  be  suspkhuSf  unless  it  were  Si\t\^ 
factorily  explained.  Moreover,  bills  of  one  i)erson  upon  another, 
filing  the  same  business,  are  suspicious  upon  the  face  of  them. 
Titus,  a  bill  of  oue  manufacturer  upon  another,  in  the  aarac 
business,  or  between  one  wholesale  dealer  and  another,  ru*e  evi- 
dently suspicious,  because  there  is  no  usual  course  of  dealing 
between  them*  Besides,  such  bills  are  chiefly  generated  in 
speculative  time}*,  when  commodities  change  handa  rej)eatedly,  oa 
ajMtculaLion  that  the  prices  will  rise,  Bunkere  should  Ihj  particn* 
liirly  on  their  guard  against  buying  bills  drawn  against  articles 
which  are  at  an  extravagant  price,  in  tiujcs  of  specnJution 

^  it  by  no  means  commonly  happens  tliat  the  drawers  and 
■ocoptoni  of  bilk  are  customei-s  of  the  same  bank,  the  buoki^  m 
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prima  faek  iiiflnenced  by  the  respectability  of  his  own  customer, 
who  is  the  drawer  or  iodorser  of  the  bill.  He  ought,  however,  to 
require  six^citic  iuforniation  regarding  the  i^ersoua  upon  whom 
bis  customers  are  in  the  liabit  of  drawing,  and  satisfy  himself 
that  they  are  likt4y  to  be  geuuioe  bills.  And  this  vifjilunce 
should  never  be  relaxed  in  any  case  whatever.  We  hold  it  to  be 
utterly  contrary  to  all  sound  banking  to  take  bills  merely  on 
the  snpiwsed  respectability  of  the  customer.  But  we  believe  it  to 
be  far  too  common  a  practice  to  look  merely  to  the  customer's 
account.  Customers  begin  by  getting  the  character  of  being 
respectable^they  bring,  pcrhapa,  g(X)d  bills  at  first.— and  keep 
good  balances ;  and  their  bills  are  punctually  met.  This  regu- 
larity and  punctuality  are  very  apt  to  throw  a  banker  oflf  his 
guard.  He  thinks  his  ciistomer  is  a  most  respectable  man,  doing 
a  good  busioess ;  all  the  bills  are  taken  to  be  trade  bills,  By- 
and-by  the  customer  applies  for  an  increased  discount  limit,  on 
account  of  his  floiurishing  business.  The  banker  is  only  ioQ  happy 
to  accommodate  60  promising  a  customer.  His  discounts  swell, 
and  his  balances  diminish,  but  his  bills  are  still  well  met.  How- 
ever, the  time  comes,  perhaps,  when  the  banker  thinks  it  prudent 
to  contract  kis  business  generally,  and  this  may  be  one  of  the 
accounts  he  may  think  it  expedient  to  reduce  ;  and  then  he  makes 
the  pleasant  discovery  that  there  are  no  such  persons  at  all  as  the 
acceptors,  and  that  the  funds  for  meeting  all  these  bills  have  been 
got  from  himself  1 

Such  cases  as  these  are  not  unlikely  to  happen  when  London 
houses  supply  small  country  tradesmen,  and  draw  bills  on  them. 
When  a  man  has  established  a  good  character,  it  is  impossible 
to  require  information  about  every  bill  before  it  is  discounted ; 
but  we  do  not  hesitate  to  say,  that  it  is  of  the  first  importance 
that  a  Itanker  should  be  constantly  probing  his  customer'  ac- 
counts, and  get  infornmtion  of  the  pei-sons  they  dmw  u|)on.  It 
was  wittily  said  by  some  one  (Lord  Halifax,  we  believe)  *'  that 
man  in  this  world  is  saved  chiefly  by  want  of  faith,"  This  is 
eminently  true  of  banking,  A  banker  shoidd  have  faith  in  no 
man.  The  amount  of  villuiny  and  i*aeaility  which  is  practised 
by  means  of  accommodation  and  fictitious  und  forged  bills,  would 
exceed  belief,  if  such  disclosures  were  made  public.  However,  it 
is  contrary  to  the  policy  of  bankeis  to  allow  it  to  be  known  how 
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they  are  robbed  and  cheated.  Their  interest  covers  a  ranUirnde 
of  Bins.  If  criniioals  \vei*e  prosecuted  acconling  to  their  merits, 
the  calendar  would  swell  up  to  a  frightful  extCDt,  There  ia, 
probably,  no  daas  of  society  who  see  felonies  committed  so  fre- 
quently as  bankers,  and  are  necessitated  to  let  them  go  unn?pressed 
and  unpunished.  The  number  of  unconvicted  felons  that  go  about 
with  impunity  in  the  commercial  world  is  something  horrible  j 
and  there  is  reason  to  fear  that  sucli  things  are  encournged  by  the 
too  easy  faith  reposed  in  their  customers  by  bankers.  If  bankers 
were  more  vigilant  in  scrutinising  their  customers'  accounts,  many 
would  have  been  cut  short  in  a  career  of  crime — of  accumulated 
robberies,  which  generally  terminate  in  disaster  to  the  bank 

As  it  is  contrary  to  all  sound  principles  of  banking  to  discount 
bills  solely  on  the  customer's  res]>ectability»  as  appearing  from  his 
accouBt,  &o  any  customer  should  be  regarded  with  suspicion  who 
is  not  ready  and  willing  to  communicate  information  to  his  banker 
about  his  affairs.  If  he  will  not  candidly  communicate  the  state 
of  his  affaii-B  to  his  banker,  how  can  he  expect  him  to  give  hira 
assistance  in  the  day  of  trouble  ?  8ome  customers,  however,  aro 
mightily  indignant  if  their  V)anker  will  not  discount  their  bills  on 
the  strength  of  their  mimes  without  regard  to  the  acceptor.  Uut 
as  Biich  a  practice  is  contrary  to  sound  banking,  so  it  will  invari- 
ably be  found  that  these  are  not  desirable  customers  to  have,  and 
it  would  be  well  for  a  banker  (jiiietly  to  shake  off  bis  connection 
with  them,  as  in  tlic  long  run,  tliey  will  probably  bring  him  maro 
loss  than  profit 


Atbarue^  on  Lioan  tvi/h  Seatrittf 


14.  80  much  for  discoutiting  btib  of  exchaog9|  whioli 
consists  in  buying  debts,  and  not  lending  money.  A  banker, 
however,  may  not  always  be  able  to  find  a  suthcient  qnatjtitj 
of  debts  to  buy,  to  absorb  all  his  disposaljle  credit,  or  he  ra«y 
not  chc»osc  to  employ  it  all  in  that  manner ;  and  some  of  htg 
customers  may  want  a  temi«>rary  loan  on  security,  who  have  no 
bills  to  sell.  The  banker  takes  his  euslMmer'tJ  promissorv*  note  fr»r 
ibe  sum  payable  at  the  date  agreed  upon,  and  also  a  depoeiit  of  the 
OOQvertible  secority  as  collateral  •county,    Ue  does  noi  advance 
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cm  live  goods  or  security  itself — that  is  tlie  business  of  a  pawn- 
broker— but  ott  the  pei-Honal  ohlit^aLiou  of  his  customer,  and  the 
securities  are  only  to  !>c  resorted  to  in  case  of  tlic  fuilnre  of  the 
customer  to  pay  his  debt*  These  convertible  securities  are  cliiefly 
public  stocky  Bank  stock,  India  bonds,  shares  in  all  Borta  of 
corapaniea,  railway,  bank,  insarance,  &c.,  dock  warrants,  bills  of 
ladiug.  Whenever  he  takes  any  of  these  as  collateral  sccnrity,  he 
ought  to  have  a  power  of  sale  from  his  customer,  in  case  he  fails 
to  discharge  his  obligation.  These  loans,  tlitiugh  often  they  may 
be  made  to  res[)Gctable  customers,  are  not  desirable  advances  for  a 
banker  to  make,  and  lie  should  l>e  diary  in  encouraging  them  too 
m'lch,  for  they  frerjuently  are  deniunded  from  the  borrower  having 
locked  up  too  much  of  his  funds  in  nn  unavailable  form  ;  con- 
eeqnently,  there  is  much  danger  of  the  obligations  not  beinj? 
paid  at  maturity,  and  then  comes  requests  for  renewals,  and  the 
banker  is  either  driven  to  the  nnpleasant  necessity  of  realising 
this  security,  or  else  having  his  temporary  advance  converted  into 
a  dead  loan 

Pei'sons  who  seek  for  snch  advances  liabitually,  are  most  pro- 
bubly  specular ing  in  joint  stuck  companies'  shares.  They  buy 
tip  shares  on  specnlation,  which  they  hope  will  swlvance  in  price  ; 
Ihey  then  wish  to  pledge  the  shares  tlicy  have  already  bought  to 
purchase  more :  then  perhaps,  a  turn  in  tlic  market  comes,  and  the 
value  of  the  wliole  goes  down  rapidly  ;  they  are  nnable  to  pay 
their  note,  and  the  banker  may  have  to  realise  the  shares  at  a  loss^ 
During  the  railway  mania  of  1845,  a  number  of  banks,  called 
exchange  banks,  were  founded  expressly  on  this  principle  of 
making  advances  on  joint  stock  compnies'  shares,  especially 
milway  shares  ;  but  they  have  all  been  ruined,  and  some  of  them, 
we  believe,  suffered  frightful  losses  from  the  great  fall  in  the  value 
of  railway  stock 

The  objection  to  snch  transactions  in  a  banking  point  of  view 
19  that  the  promissory  notes  of  thes<}  customers  and  their  securities 
arc  not  available  to  the  banker  in  ease  he  is  pressed  for  money. 
Moreover,  tliey  are  barren  isolated  transjxctions,  which  lead  to 
nothing ;  whereas  a  disconnt  account  promotes  commerce,  and 
becomes  more  profitable  as  the  businciss  of  the  customer  increases 

There  is  also  a  very  important  point  to  be  considered  in  the 
ihare8  of  many  companies  which  are  offered  as  coOateral  eecnrity. 
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tbat^  hj  the  deeds  of  tha  oompanics,  no  property  in  the  ^ar^s 
posseB,  except  by  the  registration  of  the  name  of  the  holder  in 
their  books.  Now,  while  the  customer  is  in  good  circnmBtaaces, 
there  may  be  no  danger ;  but  if  he  becomes  bankrupt,  tlio  banker 
is  not  entitled  to  retain  the  shares  against  the  other  •■ 
If  the  bankrupt  is  the  registered  owner  of  the  shares,  his  r  ~ 

are  entitled  to  them,  conseqaently,  if  the  bunker  means  Co  com- 
plete his  secarity^  he  must  have  himself  registered  as  the  owner 
of  the  shares,  and  thereby  become  a  partner  in  a  multitude  of 
joiiit  stock  companies,  of  whose  condition  he  can  know  nothing, 
TiieUf  perhaps,  calls  are  made,  and  the  banker  finds  that,  instead 
of  buying  a  security,  he  has  bought  a  liability,  and  he  must  pajr 
up  the  calls,  or  forfeit  the  shares 

All  such  advances,  therefoi-ej  should  be  made  very  sparingly, 
and  only  with  such  surplus  cash  as  the  banker  may  not  be  able  lo 
employ  in  baying  good  bills ;  and  they  should  only  be  made  to 
such  persons  as  he  believes  to  be  perfectly  safe  without  the  depoait 
of  the  security.  No  banker  would  make  such  an  advance  if  he 
reiUly  believed  that  he  should  be  obliged  to  realise  the  security  to 
repay  himself^  as  such  proceedings  will  always  make  a  soreness 
Ix'twcen  himself  and  his  customer^  who  will  be  averse  to  seeing 
his  property  sold  at  a  sacrifice^  as  he  may  call  it 

Advances  on  dock  warrants,  and  other  similar  securities, 
are  al^o  liable  to  many  similar  objections,  and  should  be  very 
sparingly  done,  as  they  subject  a  banker  to  much  trouble  beyond 
the  line  of  his  proper  buniness,  and  are  indications  of  weaknen 
in  a  cuBtumer,  Mauy  customers  will  expect  to  have  loans  upon 
leasehold  or  freehold  property  left  as  security,  but  these  are  the 
moat  objectionable  of  all  as  collateral  securities.  Many,  if  not  the 
greater  portion  of  leases,  prohibit  the  tenant  letting  the  proi)crty, 
without  the  written  perraissiou  of  the  landlord,  consequently,  such 
leasehold  proiM?rty  is  no  security  at  all  to  a  Uinker.  Freehold 
property  is  not  exposed  to  this  disadvantage,  but  tlie  prooen  of 
'  iou  is  fo  uncertain,  and  long,  and  tedious^  that  it  it 
;  I  ly  unaviu'lahie  to  the  bunker  in  case  of  neccHssity.  In  fact, 
we  believe  the  liest  rule  in  all  cases  of  loans  with  coUateral  security 
(except  in  such  bstanecs  as  public  stock)  is  lo  avoid,  as  much  aa 
poMible,  making  them  to  any  ouo  who  is  not  perfectly  good 
withont  them 
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On  Advajues  by  way  of  Cash  Credits  and  Overdrawn 
Accounts 

16,  We  have,  in  Chap.  VL  §  17,  given  a  full  account  of  tlie 
aysteni  of  Cash  Credits  in  Scotlant],  and  of  the  protligious  ad- 
vances in  Wealth  which  the  conntry  owes  to  it.  But  that  system 
originated  and  owea  its  success  entirely  to  the  issue  of  £1  notes; 
and  it  would  be  almost  destroyed  by  their  suppression.  When, 
therefore,  it  is  seen  iu  h'ootlaud  that  it  is  entirely  due  to  the  £1 
note  syBtem  that  the  Banks  ai'o  able  to  push  their  branclius  into 
the  wildest  and  remotcgt  parts  of  t!ie  country,  they  naturally 
resent  and  resist  interference  with  it  by  persons  who  have  no 
pei-sonal  experience  of  its  advantages 

To  a  certain  extent  the  system  of  Overdrawn  Accou?\ts  serves 
the  same  purpose  in  the  country  districts  of  England :  but  only  to 
a  very  limited  eiteut.  It  is  i|uite  impossible  to  extend  the  same 
banking  accommotlntion  to  the  poorer  and  humbler  class  of  cua- 
tomera  by  means  of  overdrawn  accounts,  where  bankers  can  only 
deal  with  the  money  pliwjod  with  them  by  their  customers,  as 
when  they  are  able  to  coin  their  own  money  by  the  issue  of 
£1  notes 

The  objoctioiia  to  Cash  Credits  and  Overdrawn  Accounts,  in  a 
banking  point  of  view,  arc  that  in  times  of  pressiu*e  it  is  all  but 
impossible  to  call  op  the  advances,  and  the  secm'ities  are  not 
realisable  :  hence  it  is  only  where  hxnks  are  of  great  soMdity,  and 
not  liable  to  runs,  that  it  is  safe  to  carry  out  such  a  system  on  a 
large  scale 

The  same  objections  apply  to  advances  on  mortgages,  which 
are  intended  to  last  for  years.  Such  tranaactiona  are,  therefore, 
chiefly  c<jnfiucd  to  country  bankers  and  those  at  the  West  End  of 
London,  whose  connections  He  more  with  the  lauded  than  the 
merci) utile  interest,  and  wlioare  not  liable  to  such  sudden  demands 
for  cash 


On  lT\m$fmm\U  m  Public  Securities 

16,  Besides  these  operations,  all  of  which  are  founded  upon 
[lersonal  liability — ^all  of  which  contain  personal  obligations  to  pay 
iixed  sums  of  money,  and  are,  Uicrefore,  iealings  in  '*  Currency  "-* 
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bftjikera  DBiiallj  invest  part  of  their  fuods  in  public  Bccodties^ 
which  are  supposed  to  be  more  readily  convertible  into  cash 
tJian  others.  Public  securities  are  of  two  deacriptionii— the  one 
"  currency,  ur  gecuritie«  for  money/*  such  as  Exchequer  Bills — 
the  otlier  "  property,  or  convertible  securities '*  such  as  stock,  or 
tbe  fimds  ;  the  former  being  an  engagement  on  the  part  of  the 
Exchequer  to  pay  a  certain  sum  of  money,  like  any  other  bill ; 
and  the  latter  being  no  eugagoment  to  repay  any  fi^ccd  8um  at  all, 
but  ouly  a  fixed  rent,  or  sum,  for  its  nfio.  The  public  funds  arc  a 
greut  estate,  of  which  the  nation  is  tenant,  and  pays  a  rent  for  it* 
Bolely  guarunteed  by  tlie  public  faith 

Each  description  of  public  securities  has  its  advantages  and 
disadvantages.  The  interest  on  pubhc  stock  will  bo  found  iti  tlie 
]*ing  run,  to  be  higher  than  those  on  any  other  descriptions  of 
public  securities  ;  but  there  is  this  serious  consideration,  that  the 
value  of  these  stocks  is  so  extremely  fluctuating,  that  when  any 
public  crisis  comes,  and  Imnkers  wish  to  sell  their  stocky  they 
may  sustain  a  very  great  loss.  In  the  week  of  the  great  crisis  of 
1B47,  when  many  banks  had  to  sell  stock  to  provide  for  contin- 
gencies, the  losses  were  immense  when  they  bought  in  again  la 
replace  it.  Another  disadvantage  regarding  stock  is,  that  all  the 
transactions  of  bankers  must  become  known,  as  they  have  to 
transfer  it.  Exchequer  Bills  have  this  advantage,  that  a  banker 
can  deal  in  them  without  its  being  known  to  any  one  but  tlie 
broker.  Exchctiuer  bilb,  being,  like  any  other  promissory  note, 
an  engngeniunt  of  the  Government  to  pay  a  definite  sum  of  money, 
it  is  not  probable  that  the  banker  can  ever  lose  so  much  on  them 
afl  on  stock.  In  order  to  prevent  Exchequer  bills  falling  to  a  dis> 
oonut,  tliey  always  bear  interest,  and,  in  consequence  of  this,  are 
usually  at  a  premium ;  and  when,  Ity  the  change  in  the  market 
rate  of  interest,  they  fall  to  a  discount,  the  interest  npon  them  U 
usually  raised.  From  these  circumstances  the  profit  of  invcatmont 
in  Esche<iuer  bills  is  less  than  from  stock 

17.    Bankers  collect  money  from  thoee  who  have  it  to  Hpai<e, 
id  advance  it,  or  Hm  equivalent,  to  those  who  require  it.    They 
may flometime-s,  thcmsi'lve<s  be  in  a  similar  predicament,    Sfi 
Limes  they  may  have  more  by  them  than  they  have  employ  u. 
,for  I  sometimes,  ih»m  unusual  demands,  they  may  be  in  want  of 
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temporary  advances.  There  is  a  class  of  persons  who  undertake 
this  great  equaltaiug  process — namely,  the  bill  brokei*s.  TLey  ^ 
the  round  of  the  bankers  every  morning,  and  borrow  from  those 
who  have  to  lend,  and  lend  to  those  who  want  to  lioiTOW 

18.  At  the  present  day^  the  principle  of  ossociatioii  has  been 
developed  to  a  much  greater  degree  tlmn  ever  it  was  before. 
Companies  are  being  formed  for  all  manner  of  purposes.  When 
theae  customers  apply  to  open  an  account  with  a  banker,  it  will 
generally  be  found  that  they  want  accommodation.  But  a  banker 
should  very  rarely  indeed  accommodate  the  compmit/f  of  whose 
affairs  he  can  know  very  little.  He  shoold  never  grant  accom- 
modation to  such  a  com  pan  y»  unless  he  ia  well  assured  of  the 
responsibility  and  respectability  of  the  directors  themselves  ;  and 
if  he  allows  the  company  to  have  accommodatiun,  it  should  be 
only  on  the  personal  liability  of  the  directors.  He  should  require 
from  them  a  joint  and  several  note,  payable  on  demand,  reserving 
his  right  against  the  company  only  as  a  collateral  secwrity.  This 
course  will  bo  found  to  be  attended  with  many  advantiiges,  because, 
if  anything  goes  wrong  with  the  company,  he  has  an  immediate 
remedy  without  any  trouble,  Whereua,  if  the  company  goes  into 
the  Winding-up  Court,  it  will  be  a  considerable  time  before  his 
claim  can  be  settled ;  and  then  there  may  be  some  technical 
olijection.  The  contributors  may  say  the  directors  had  no  right 
to  draw  bills  by  the  constitution  of  tlic  company,  or  they  may  have 
exceeded  their  power  ;  and  tlien  he  may  have  to  contest  his  claim 
through  a  number  of  different  courts,  bringing  bira  iiuthing  bnt 
vexation  and  anxiety 

Table  of  Charges  of  the  Scotch  Bmiks 

19.  In  June,  1882,  the  Scotch  banks  unaoimoiisly  agreed 
to  the  following  scale  of  charges — 

Table  of  Interest,  Diecount^  and  Chargei  npplkahh  to 
Scotland 

I. — Ikterest  on  Moxey  Lodged  ; 

The  Kates  to  be  fixett  from  time  to  time,  at  Meitings  of  the 
Banks  to  be  held  in  Edinburgh 
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Note, — No  Interest  to  be  piud  on  other  than  regular  Dperative 
Accounts,  unless  the  iloney  has  been  lodged  a  mouth*  Savings" 
Banks  may,  according  to  the  discretion  of  each  Bank,  be  allowed 
upon  money  lodged  on  Deposit  Receipt  J  per  cent.  moi*e  than  the 
ordinary  Deposit  Receipt  rate  for  the  time,  when  that  rate  is  not 
above  2  J  per  cent. 

II.— Interest  on  Advances  on  CtJRRENT  Acootints  : 

The  Rates  to  lie  fixed,  from  time  to  time,  at  Meetings  of  tho 
Banks  to  lie  he!d  in  Edinburgh — but  tho  charge  on  Overdrafts  OQ 
Cash  Credit,  or  other  Current  Accounts,  may  1^  limited  to  the 
Cash  Credit  Rate  in  special  cases  in  which  this  is  sarictiamd  by  ths 
Mead  Ofics 

%•  In  June,  1885,  tho  Scotch  Banks  imanimonsly  agreed  to 
abolish  interest  on  the  daily  balances  of  cnrrent  accounts  :  and  ta 
allow  it  only  on  tho  minimum  monthly  balance 

III.— Discount  and  Commission  on  Bills: 

The  Rates  of  Discount  to  1x3  fixed,  from  time  to  time,  at 
Meetings  of  the  Banks  to  be  held  in  Edinbm'gh 

The  following  Rates  of  Commission  to  bo  charged  on  BiUs 
other  than  Locjil,  in  addition  to  the  Discount — 

1.  On  Bills  payable  in  Scotland,  U,  8f/.  per  cent.  Maxtmoin 
charge,  7*.  6^/. 

2.  On  Bills  payable  in  London,  no  commission 

3.  On  Bilk  i>ayable  elsewhere  in  England,  or  in  Ireland,  2f.  6dL 
per  cent. 

Exempt  from  Charge,—!.  Bank  of  EngLmd  Post  Bills,  2.  BilU 
on  London  not  having  more  than  four  days  to  run,  inclofiive  of 
days  of  grace 

4.  On  Bills  payable  on  the  Continent  of  Enropc  at  "  Exehan§0 
as  pn  Indorsemnit^^'  Discounted  Bills,  10*.  per  oent»  in  lieu  of 
Discount,     BiUs  lodged— sec  k'low 


IV* — Charges  for  NEa«»TiATiNQ  Documbnts  Payablb 
on  Dehand  r 

1*  On  Cheques  and  Drafts  on  Bankers  in  Scotland^  whether 
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cashed  or  lodged  for  CoUeotion,  Is.  M,  per  cent.  Min.  charge, 
6d,    Max.  charj^e,  15», 

2.  Oil  CLequea  aad  Drafts  on  Battkers,  payable  in  London,  no 
Comiuissioii 

2.  On  CtietjUes  ujwn  English  Banks  cashed,  j^ayaMe  liLsewliero 
than  in  London  (whether  lx?^u*ing  a  reference  to  a  London  Bsiuker 
or  not),  sent  to  London  for  negotiation  through  the  Conutry 
Clearing  Hou.se,  U.  ^d,  per  cent.    Min.  charge,  GtL 

Note. — If  pruf erred,  credit  may  be  given  for  amount  of  Che4ue, 
free  of  charge^  on  the  fourth  busineaa  day  after  the  Cheque  haa 
been  handed  to  the  Bank 

4.  On  Chequc8  upon  Engl i all  Banks»  payable  clsewhero  than  in 
London^  if  sent  chrect  to  the  town  on  wliich  drawn  {by  dsMre  oj 
the  custoiner)^  2s,  Gd,  per  cent.     Min.  charge,  \}d, 

5.  On  Docinuent'i  on  Demand  on  Bantters^  payable  in  Ireland, 
whether  cashed  or  lodged  for  Collection,  2«.  M.  per  cent.  Min. 
charge,  Gt/. 

6.  On  Ctish  Orders,  Cashed,  payable  in  London,  Ss,  pei 
cent.  Min.  charge,  Is.  Max.  charge^  li\s.  If  dishunom'ed,  5^. 
|>er  cent.     Min.  charge,  1^.,  with  Interest  due 

7.  On  Cash  Orders,  Cashed,  payable  in  Scotland,  5^.  per 
cent.  Min,  charge,  Is,  ^hix.  cbargf,  40s,  If  dishonoured,  2s.  Grf. 
per  cent.    Min.  charge.  Is.,  with  Interest  due 

8.  On  Cash  Ordere,  Cashed,  payable  elsewhere  in  the  United 
Kingdom,  5s.  per  cent.  Min.  eliarge,  Is.  If  dishonoured,  5s.  per 
cent.     Min*  charge,  Is,     JIax.  diai-go,  10s. 

9*  On  Cash  Orders,  Lodged  for  Collection,  whether  paid 
or  not,  payable  in  London,  2s.  Gf/.  per  cent.  MiiK  charge,  Is. 
Max.  charge,  10s.  Payable  in  Scotland,  2s.  6^/.  per  cent,  Wm, 
charge,  Is.  Max.  charge,  20s.  Payable  elsewhere  in  the  United 
Kingdom,  2s.  %d.  per  cent.  Iiliu.  charge,  Is.  Each  document  to 
be  charged  for  separately.  The  term  **  Cash  Order "  to  include 
Receipts,  Receipted  Accounts,  and  other  Documents  of  a  similar 
description.  **  Orders  "  mipaid  to  be  returned  on  the  day  alter 
receipt  at  latest,  and  not  to  l>c  held  over  on  any  pretext  whatever. 
"  Orders  '*  sent  by  poet  to  a  Bank  by  a  private  party  to  be  charged 
the  rate  apph cable  to  "  Ordt^rs "  lodged  for  Collection,  toguther 
with  the  remitting  Commission,  should  the  proceeds  be  accounted 
for  by  Draft  or  Transfer 
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10.  Cou|ionB  and  Bonds  payable  at  anjr  ather  than  Bonk  Officer 
Theac  are  to  be  treated  ua  Chtques^  not  as  Cash  Orders 

Exrmpi  from  TAtfr^tf,— Cheijucs  drawn  by  the  Bank's  cos- 

tomcr.i  on  any  other  Office  of  the  Bank»  when  presented  by  the 
cilMtomcra  penonaUtj,  by  members  of  their  famiUet^  or  by  persons 
uteUmvdij  in  ilmr  tmployment ;  also,  wherever  jMiynble,  Chcqno 
on  Church  Accounts,  issued  in  favour  of  Clcreymen  or  Twu'h4.'r8^ 
Cli(M[iiefi  in  fiivtuir  of  religious  or  charitable  Institutions,  and 
Cln.^|uej*  or  Itecx'ipta  on  forma  issued  by  any  Guvernment 
Di'partrneut 

v.— CnARfiKs  FOR  QBAiJTrNo  Drafts  and  makikq 

TUANSFKaS  BY   ABVICE  : 

1.  On  the  Blink's  Agents  or  Correspondents  in  London^  Drafts 
orTmusfei-3  puyuble  on  ikmand: — For  suioa  up  to  £300,  2*.  per 
ocnt. ;  inininnun  charge,  M,  For  snms  from  £300  to  £U)iS^ 
uniform  charge,  6*.  For  sums  above  £600,  Is,  \Mit  cent.  Ejich 
Draft  or  Transfer  to  bo  chtirt^ed  for  separately,  and  the  Stiiin}«  to 
bo  churi,'<^d  in  addition,  Dmfls  payable  at  "*«.'c//  days  after  date*^ 
to  be  charged  the  Stamp  only.  When  at  a  shorter  currency,  or  at 
a  currency  to  cover  the  expense  of  the  Stamp,  the  dlfTercnoe  to  be 
reckoned  at  the  I>e|M)8it  Kweipt  rate.  Transferi  by  advice  to  bo 
Uiivde  free,  if  payment  be  iiostponed  ten  days.  Drafts  for  i*emit- 
tancc  of  Qovsfiiment  Rtvmue  to  be  granted  at  eleven  days'  date, 
free  of  Stamp  duty 

2.  On  the  Bank's  Correspondents  elscwhia:©  in  England,  or  in 
Ireland,  2jf.  6</.  iH<r  a'.nt. ;  Uiiniuium  charge,  ^d.  The  Stamps  to 
be  charged  in  mhbtion 

a.  On  the  Hank's  Mead  Office^  Branches,  or  Correspondents  in 
Sootland,  U.  iht  ctrit.  Max.  charge,  10j».  ;  min,  charj^e,  6t/. ;  but 
for  «uma  of  £5  and  under,  M,  The  Stamps  to  bo  charged  in 
addition 

Exempt  from  Charffp.—l,  Drafts  on  the  Bank's  Agents  or 
Correspondents  in  Scotland,  piut^hiLseil  by  Collectors  of  Ib.'veiiiiQ^ 
AS  such,  and  all  Ueniittances  to  Ucliirfous  and  ChariUible  Instl* 
tutions.  On  these  the  8taiup  alone  tti  k-  ehargod.  II.  Tranj<^-^ 
of  sums  paid  in  by  ciwtomera  personally,  by  fnsmbers  af 
famiUss^  or  by  prrsons  txcluswehj  in  their  emphymetU^  for  thtir 
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credit  at  another  Office  of  the  Bank  in  Scotlaiid  ;  the  Stamp  to  be 
charged  when  a  Draft  is  j^iveo 

Evasion   of  Charges  for  Bank  Drafts.— In  order 

to  jii^)venL  parLit^  from  eviKliiitj  the  charge  for  liuiik  Drafts,  liy 
lodcj^ing  the  amount  tem[)orarily  in  name  of  their  Oorreapoiidenta, 
with  a  view  to  its  being  drawn  out  at  another  Office,  free  of  charge, 
the  ti.soal  Commission  should  be  exactol  c»n  all  Deposit  Reoeipta 
cashed  at  other  OfBees  within  ten  days  of  their  date 


yi,— OtHEB  CtUEOES 

1.  On  Retiring  Bills  in  London,  2s,  (Id,  per  cent.,  with  In- 
terest due.  The  foUowiuf,'  modified  cliar^^^L'S  may  be  mjidc,  at  the 
option  of  each  Bank,  in  the  case  of  Cu^tomei'fl  having  large  trans- 
acti(tn8,  viz.: — For  the  first  £50,000  in  any  oue  year,  28,  6</.  |mt 
cent. ;  for  the  second  £50,000  in  any  one  year*  1^.  ijd.  per  cent.; 
for  the  excess  Ijeyond  £100,000  in  any  one  year,  1«.  per  cent, — 
Char'u:ealjle  at  the  end  of  tlie  year 

2.  On  Dnifts  on  Demand  against  Credits  with  En^diah  Pro- 
vincial or  Irish  Corre^prndenta,  H*.  per  cent.,  with  InL^^'reHt  due. 
If  againi^t  cash  deposited  without  Interest,  same  Rate  aa  for  Drafts 
on  London 

3.  On  Drafts  on  Demand  against  Credits  with  London  Cor- 
regpondtntii.     Saiue  CumniisHion  as  for  Dnifts  on  London 

4.  On  Bills  payable  in  Eoghmd  or  Ireland,  reC4illed  l>eforc 
maturity,  2s,  Orf.  per  cent.  Bilk  recalled  for  non-acceptance  only, 
discretionary 

5.  On  Discounted  Bills,  or  other  Documente  (except  Cash 
Orderaj,  payable  in  Scotland,  returned  dishonoured,  2s,  ed,  per 
cent,,  with  Intert^t  due 

6.  On  Discounted  liilla,  or  (jther  Documents  (except  Cash 
Orders),  payable  elsewhere,  returned  dishom»ure<l,  5*,  ^kt  cent., 
with  Interest  due 

7.  On  Acceptances  by  the  Bank,  or  their  London  Cor- 
a'spondente,  of  Foreign  Bills,  payable  in  London,  if  secured  by  a 
special  Dcixtsit  of  the  amount,  f)if.  ixT  cent.,  with  Interest  due  ;  if 
on  other  Security,  if  not  exceeding  li  months  in  currency,  10^.  per 
cent,,  with  Interest  doe  ;  if  exceeiling  S  mouths  in  cuiTcncy,  15:*, 
per  cent.,  with  Interest  due 

8.  On  Bills  or  Documents  on  Bankers,  payable  in  England  ur 
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Treland,  lodged  for  Collection,  2*.  Cd,  per  oeat.,  whether  paid  or 
dishonoured 

9.  On  Bills  or  Documents  on  Bankers,  pajivblc  in  Scotland^ 
lodsfod  for  (Irillection,  if  paid,  sninu  Commission  as  on  siniiliu* 
DocnnicTits  ilisconnted;  if  disUononred,  l^r.  Stl  per  cent. 

10.  On  Bilk  or  other  Documents,  pftjable  abroad,  lodged  for 
Collection,  6*.  jx^r  cent.,  in  addition  to  charges  incurred  by  Bank, 
whether  paid  or  dishonoured 

11.  On  Pay,  Dividends,  or  Annuities  drawn  by  London  Cor- 
respondents, except  for  regular  customers,  2*.  Gd,  per  cent.  Mi- 
nimum, I  s, ;  maximum,  5^. 

12.  On  Parchases  of  Government  or  other  Stocks,  in  London, 
8*.  per  cent.,  with  Interest  duo 

18.  On  Transfers  of  Government  or  other  Stocka,  withoat 
pnrchacse»  discretionary,  according  to  trouble  and  amonnt 

11*  On  Powers  of  Attorney  taken  out,  and  Wills  or  Deatba 
proved  for  Transfer  of  Stock,  etc,  discretionary,  according  to 
trouble,  but  not  leas  than  2*.  6rf.  each 

In.  Calls  and  Dividends  of  Joint-Stock  Companies,  any  CJom- 
miflsion  to  be  discretionary,  except  as  regards  Dividends  paid  in 
London,  on  which  not  less  than  Is*  per  cent,  sliall  l»e  chargecL 
Tlie  ncrgresfftte  amount  rcfjuired  for  the  payment  of  each  Dividend 
to  be  placed  on  a  separate  uccount,  bearing  no  Interest 

It;.  Payment  in  London  agmnst  Shipping  Docuuients,  whether 
or  not  accompanied  by  a  Draft  on  Demand,  2s.  dd,  per  cent. 

17.  Dehvery  in  London  of  Shipping  Documents,  or  Stock 
Transfers,  on  receipt  of  value,  charge,  if  any,  diwretionary 

18.  Deli\*ery  in  Scotland  of  Documentary  Bilb,  payable  in 
London,  or  elsewhere  in  the  United  Kingdom,  taken  up  nndcr 
relxite,  Commission  to  be  at  Rates  for  Drafts  on  Ix>ndon>  or  other 
place,  as  the  case  may  l)e 

iVfl^f. — Bills  and  other  Documents,  uot  having  men  than  tiw 
d4xy$  to  fuft,  to  be  cashed  by  the  Bankw  with  each  other,  withont 
charge.  The  usual  Discount  to  Ix;  ohargcd  for  Uie  additioniil  days 
on  Bills  of  longer  currency 

In  all  mjitters  of  Charges  Berwiok-on*Tweed  to  be 
tVeaied  as  a  Scokh  town 

Qtie-'^tions  as  Im  the  true  meaning  of  any  part  of  the  Scute  sliall 
hi'  decided  at  Meetings  of  the  Banks  to  Ik  held  in  Ei^inbnrgh 
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On  ffu  Clearing  System 

20.  We  niiist  now  explaiti  the  inwlmnism  of  the  Clearing 
Syuteui,  which  hiis  been  ^^^tatly  misiiiKkixtocKl 

It  is  ustuilly  supposed  tliat  the  Clej\ring  System  is  an  cxami>la 
of  the  ^Tt'iit  priiieiple  of  Compensiitioii,  by  which  Debts  are  paid 
ftud  extiuj^'^iiislirtl  by  Wmg  exchan^^^l  or  set-ofT  a«^iiinst  cneh  other  : 
na  wa?  tiic  ciiatoTii  of  merchants  nt  a  hirge  ntim^K*r  of  coiitiiieotnl 
fdre  :  and  iw  foreign  treatises  the  Clearing  House  k  usnaUy 
termed  Mamn  dfi  LiquUaimu  or  Oompenmtion 

This,  Ivowever,  is  a  great  misconception:  and  an  explanation 
of  the  meehaiiisni  of  the  ClcarinLj  House  clearly  illnstraLcs  the 
distinction  between  the  two  systems  of  Conmiercial  and  Banking 
Ci'odit :  Commercial  Ci^dit  is  only  created  to  kst  for  a  certain 
delinite  time,  and  is  extinguisbt-d  with  the  docnineuts  wliicli  em- 
knly  it :  Banking  Credit  is  not  intended  to  be  extinguished  at 
any  definite  time  :  and  it  is  not  generally  extinguished  with  the 
docnments  which  embocly  it 

lu  many  parts  of  the  Continent  it  was  the  custom  for  mer- 
chants to  make  their  bills  payable  only  at  the  great  fairs  in  various 
cities.  In  the  meantime  they  ciicnlated  throughout  the  country, 
and  performed  all  the  ftmetions  of  money.  At  these  fairs  the 
merchants  met  together  and  exchanged  theii"  acceptances  :  thus 
the  paper  documents  and  the  debts  were  extinguished  simul- 
taneously, by  the  principle  of  CompeiiBation,  or  Set-off, 
But  by  this  device  an  enormous  amount  of  conmierce  was  carried 
on,  and  debts  were  extinguished  without  the  payment  of  one  bou 
ill  coin 

But  the  purpose  and  effeot  of  the  Clearing  System  are  very 
difTereui.  When  any  number  of  the  customers  of  the  same  bank 
have  transactions  among  themselves,  and  give  each  other  Cheques 
on  their  account,  if  tiie  receivers  of  the  Cheques  do  not  di-aw  out 
the  money,  but  pay  them  into  their  own  acoounta,  the  Credits  are 
simply  iraiufintd  from  one  account  to  the  other.  The  Cheque 
is  extinguished :  but  the  Credit  is  not  eitfogui^^hed ;  it  is  only 
transferred:  and  the  same  Credit  may  be  transferred  any  con- 
ceivable number  of  times  from  one  account  to  another  in  the 
same  bank,  to  the  end  of  time,  without  ever  being  extinguished  at 
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a!K  In  all  sucli  cases,  therefore,  t!ie  Cheque  i«  a  mere  order  o! 
transfer  :  und  when  the  Credit  is  transferred  from  one  account  to 
the  other,  the  document  has  clfcLted  its  purpoi^c,  and  is  caucellod 
^bnt  the  Credit  uxista  exttctl}'  im  it  did  l>efore 

Su  with  a  Bank  Note.  If  a  person  holdiug  u  banker'n  notps 
pnys  thiaii  iiit<:)  his  accoimt,  t]ie  Notes  are  extinguished  but  the 
Credit  i8  not  extingoished  ;  the  amount  is  entered  to  the  cub- 
tonier's  credit ;  he  has  exactly  the  Bamc  Ri«?ht  of  action  as 
before  :  and  the  banker's  liability  remains  the  same,  If  n  cus- 
tomer pays  into  his  neconnt  t!ie  note^  uf  another  banker,  the 
banker  collects  the  notes  and  gives  his  customer  credit  for  the 
nmonnt.  The  Clearing  tSystem  is  a  device  by  which  all  the  banks 
which  join  in  it  are  formed  into  one  hnife  institution  for  the 
jmrpose  of  transfeiTing  Credits  from  one  bank  to  another,  just  as 
Credits  are  transferred  from  one  account  to  another  in  the  same 
bank 

Every  banker  haa  every  morning  claims  against  mos^  if  not 
alh  of  his  nei^'hUjiirs  :  and  of  couim'  they  have  claims  against 
him.  These  claims  are  called  Bankers*  charges.  Each  banker 
having  collected  all  the  sums  due  to  himself,  n>adj«ated  tlic 
Credits  to  the  diftirent  accounts.  By  this  means  it  is  evident 
that  no  Credits  were  cancelled  or  extingui.shed  between  the 
different  banks  i  they  were  only  re-adjusted  among  different 
customers'  accounts :  and  this  was  done  by  the  means  of  ex- 
changing a  vast  amount  of  Bank  Notes  between  the  different 
bankers.  Thus  an  immense  amount  of  Notes  were  requii"e<l  to  bo 
kept  out  of  circulation  for  no  other  purpose  than  to  be  dancing 
about  from  bank  to  bank  to  settle  their  accounts  against  each 
otber  It  \vii8  stated  in  evidence  before  the  House  of  Commons, 
many  ycui-s  ago,  that  the  London  and  Westminster  Bank  alone 
was  obliged  to  keep  £150,000  in  Notes  for  this  sole  purpose.  Anil 
if  one  bank  alone,  then  comparatively  in  its  infancy,  was  obliged 
to  keep  such  a  sum  idle  for  thiss  purpose,  what  would  have  beea 
the  sum  necessary  at  the  present  time  to  be  retained  by  all  tlic 
different  Imnka?  It  is  certain  that  it  would  have  absorUd  at 
lejttt  half  of  the  authorised  circulation  of  the  Bank  of  England 

To  remedy  this  inconvenience  an  ingenious  ]>lim  was  deviser!, 
it  is  siki<h  by  the  Bunks  at  Naples,  in  the  sixteenth  century.  11u» 
banks  instituted  a  Centnd  (!hAml)cr»  to  which  each  sent  a  ckrk. 
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These  clerks  then  exaiiiiiied  mid  ulatcd  their  dlffereut  cluims 
ftcraiiist  ench  other,  iiud  nuid  only  the  difference  in  Notes.  By 
\\\h  means  the  different  Credits  were  rc-ivdjusted  among  the 
different  cnstomoro'  accounts  just  as  easily  as  l^efore  :  and  an 
immense  amonnt  of  Notes  were  ftefc  free  for  the  pnrposc  of  cir- 
culatiun  and  commerce  :  and  were,  in  fact,  equivalent  to  so  much 
incR-ase  of  CapiUd  to  the  banks  and  to  the  cooiitry 

21.  The  Banks  in  Eilinbnrsjh  were  the  first  in  fchia  country 
to  ndopt  this  plan.  For  a  considerably  time  they  used  to  do  all 
they  could  to  injure  each  other.  They  used  sometimeB  to  collect 
a  liirge  amount  of  each  other's  notes  and  present  them  Huddeuly 
for  jmynient,  in  the  ho|x;  of  rainiug  their  rivals.  At  last  they 
became  sensible  that  tliis  undignitied  conduct  was  mutually  in- 
jurious :  and  they  agreed  that  tliey  should  meet  twice  a  week  and 
adjust  their  respective  claims :  and  that  they  should  make  no 
demand  upon  eacli  other  except  at  these  timcB.  This  exchange  is 
made  alternately  at  the  oflfioes  of  the  Bank  of  Scotland  and  the 
Royal  Bank.  The  banks  used  formerly  to  settle  their  differences 
by  ten  days'  drafts  upon  London.  Subsequently  to  this,  it  was 
nj^reed  that  each  hunk  should  keep  a  fixed  amount  of  Exclietjuer 
Bills,  and  the  diflereuces  were  paid  by  these  Exchequer  Bills. 
This  plan,  however,  was  discontinued  in  1864,  and  the  following 
rules,  which  are  now  in  force,  were  settled  in  1876 


JiUh'n  fo  be  observed  at  ihe  Edinburgh  Clearing  Hottse 

L  The  Clearing  House  shall  be  opened  every  businesa  day, 
except  Saturday,  at  one  o\dock,  and  clostnl  at  fifteen  minutes  past 
one,  uller  which  no  documents  shall  be  received.  On  Saturdays 
the  Clearing  House  shall  be  opened  at  eleven  o'clock,  and  closed 
at  fifteen  minutes  past  eleven 

IL  The  Clearing  House  shall  not  be  opened  on  Bank  Holidays. 
On  half-holi<lay.-!  it  shall  be  opened  at  ten  o'clock,  and  closed  at 
fiftten  minute.^  fuust  ten 

HI.  Each  Hank  shall  be  represented  at  the  Clearing  House  by 
ft  conijHiftciit  clerk,  who  shall  deliver  and  receive  the  docnnienia 
referable  to  his  Bank.  An  a-ssistant  clerk  shall  also  attend  when 
required,  that  there  may  be  no  delay  in  closing  the  dealing 
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IV.  Each  clerk  shall  be  forniVhed  with  a  set  of  book?  for  the 
variotis  Banks,  in  which  the  docnments  delivered  by  him  shall  bo 
enteiTd  and  «ummGd  up  before  he  goes  to  the  Cleiiring  Honso,  and 
lie  shall  hand  io  each  of  the  otlier  Banks  a  dapli<'atc  Ust  ulong 
with  the  docnments  delivered.  He  shall  also  be  famished  with  a 
book  in  which  he  shall  strike  the  balances  against  liim  or  in  his 
favonr  with  the  other  Banks,  and  he  shall  not  leave  the  Ck-aring 
House  until  the  general  balance  is  completed 

y.  Besides  ordfrs  payable  on  demand  at  the  Banks  in  Edin- 
bars:h  (including  district  branches),  nnd  bilU  domiciled  with  the 
head  offices  of  the  Banks  in  Iviinburgh,  orders  or  bilb  ]^iyahle 
elsewhere  in  Scotland,  and  rc'iniring  to  be  cashed  by  tlie  Banks 
with  each  other,  may  be  passed  through  the  Clearing  Honae. 
Although  the  general  rule  is  to  pass  all  clearing  docamonta 
through  the  Clearing  House,  it  shall  be  in  the  option  of  each 
Bank  to  collect  any  snch  docnments  in  cash 

VL  Eiurh  ducament  shall  be  sufficiently  discharged  before 
being  sent  in,  and  shall  bear  a  Clearing  Hoo?e  stamp  ct.mtaining 
the  name  of  the  Bank  to  which  it  belongs,  and  the  dati'  of 
clearing,  in  addition  to  which,  if  it  has  been  cached  at  a  district 
branch,  it  shall  bear  the  sUmip  of  that  branch 

VIL  Documents  passed  through  the  Clearing  House,  payable 
at  the  district  branches  of  banks  in  Kdinlmrgh,  shall  be  fonrardcd 
in  time  for  prest^ntation  the  next  moniing 

VI II.  Bocnraents  drawn  on  the  head  office  of  any  Bunk, 
which  are  not  duly  honoured,  sliall  be  returned  on  same  day,  by 
messenger  to  the  head  office  »>f  the  Bunk  to  which  they  were 
ca^ht'd  by  il  oVlock  on  ordinary  days,  and  12.30  on  Saturdays, 
and  sliaU  be  repaid  in  cash.  Documents  payable  at  the  district 
branches,  which  arc  not  duly  iionourod,  shall  be  returned  through 
the  Clearing  House  on  the  day  after  that  on  which  they  were 
cleared  ;  or  it  shall  be  optional  to  return  any  such  document 
direct  by  messenger  to  the  office  at  which  it  was  c*»she<l,  pnjvided 
rhat  this  be  done  Ijcfore  the  hour  of  clearing,  on  the  day  afi^T 
that  on  which  the  document  in  question  was  ])a^5ed  through  the 
Cleariug  House 

IX.  All  documents  returned  unpaid  shall  have  a  written 
answer  appended,  utating  the  cause  of  dishonour 
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X.  The  Banks  agree  to  dispense  with  the  indorsement  of 
country  exchange  vouchers,  passed  through  the  clearing 

XI.  The  Bank  of  Scotland  and  the  Royal  Bank  of  Scotland 
agi^e  to  undertake  the  settlement  of  the  clearings  each  alternate 
month.  On  Monday,  Tuesday,  and  Thursday,  the  balances  shall 
be  included  in  the  general  settlement  of  the  exchange  and  clearing, 
the  odd  shillings  and  pence  being  accounted  for  in  cash.  On  other 
days,  the  settliug  Bank  will  receive  from  those  Banks  which  are 
Debtors  on  the  settlement,  and  give  to  those  which  are  Creditors, 
exchange  vouchers  for  the  respective  balances,  including  the  odd 
shillings  and  pence,  within  one  hour  after  the  closing  of  the  Clear- 
ing House,  and  these  vouchers  shall  be  brought  into  the  next  day*s 
clearing.  The  rules  for  conducting  the  general  settlement  of  the 
exchange  and  clearing  are  laid  down  separately. — Neither  the 
Bank  of  Scotland  nor  the  Royal  Bank  of  Scotland  shall  incur  any 
responsibility  whatever  in  respect  of  these  transactions 

XII.  All  expenses  connected  with  the  Clearing  House  shall  be 
borne  by  the  Banks  in  equal  proportions  and  shall  be  paid  by 
them  hadf-yearly 
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Rules  to  he  observed  at  the  Exchatiges  of  Notes  and  General 
Settlements  of  Balances  between  the  Banks  in  Edinburgh 

I.  There  shall  be  Exchanges  of  Notes,  and  General  Settlementa 
of  these  Exchaugcs,  and  of  the  Clearing  House,  as  follows : — 


Exchange  of 
Notes. 

General  Settlement  of  Exchanges  and  Clearing.         1 

On 

To  indade                     1 

Notes. 

Clearings. 

Daily,  except 

1" 
Tuesday,  at  3  p.m. 

Small  Notes  of  Sa- 

Thursday. 

Monday,  at  10 

turday,  the  Notes 

A.1I. 

of  Monday,  and 
the  Glasgow  Set> 
tlement  of  Tues- 
day. 

Thursday,  at  2  p.m. 

The  Notes  of  Tues- 

Wednesday  and 

day  and  Wedne- 

Thursday. 

day ;     also,    tlie 

Country   Ex- 

changes of  Wed- 

nesday, and   the 

Glasgow  A  Leith 

Settlements       of 

Also  on    Satur- 

Thursday. 

day,  at  1.30  P.M. 

for  large  Notca 

only 

Monday,  at  2  p.m. 

The  notes  of  Thurs-   Friday,  Satur- 
day and  Friday,      day,  4  Mon- 
and     the     large      day. 
notesof  Saturday, ' 

also  the  Ghisgow 

and  Country  Ex- 

changes of  Satur- 

d»y. 

The  general  settlements  shall  be  made  by  the  clearing  clerks 
II.  When  Tuesday  is  a  hohday,  the  general  settlement  shal] 
be  made  on  Wednesday  ;  when  Thursday  is  a  hohday,  the  general 
sjulemcut  shall  be  made  on  Friday  ;  when  Saturday  is  a  hohday, 


THE    EDINBURGH    CLEAHING    HOUSK 


441 


(here  slaill  be  an  exchange  on  Fridaj  nftern<x>u  ;  and  wlien 
Moudiiy  is  a  holiday,  tlie  general  settlement  shuH  be  made  on 
Tuesday,  Imt  there  shall  be  no  ejtchange  of  notes  that  da}*.^ 
Wlicn  the  Terra  day  falls  on  a  Saturday,  the  Exiihangc  shall  meet 
in  the  afternoon,  at  such  hour  as  may  l;e  agreed  iii>on 

III.  The  clerks  Hhall  be  in  attendance  punctually  at  the  hour 
staled^  fl/lem  vUntites  after  which  the  doora  are  to  be  closed,  and 
the  notes  in  the  hands  of  the  Banks  nut  represeuted  excluded  until 
next  exchange.  Such  Ranks  shall,  however,  retire,  by  granting 
bills  on  London  in  aecordance  with  Rule  YII,,  the  notes  brought 
into  the  exchange  against  them  by  othur  Bauks 

IV.  Each  Bank  shall  be  represented  by  at  leagt  two  clerks. 
On  arriving  at  the  Exchange  Room,  one  of  the  clerks  sliall  deliver 
the  notes,  and  the  otlier  clerk  shall  remain  iu  the  l>ox  to  receive 
the  notes  fiom  the  other  Banks.  Unless  there  is  a  clerk  to  receive 
them,  on  no  account  shall  any  notes  be  passed  through  the  wickets. 
No  one  shall  enter  the  lox  of  another  Bank — the  door  must  be 
kept  locked 

V.  The  clerks  from  each  Bank  shall  all  remain  in  the  Exchange 
Room,  until  the  whole  of  the  nott«  rccei?cd  by  them  have  been 
counted,  and  at  least  one  clerk  from  each  Bauk  shall  remain  until 
the  whole  of  the  notes  delivered  by  that  Bank  have  been  conut^'d. 
The  notes  received  from  any  one  Bank  shall  not  be  mixed  with 
those  received  from  the  other  Banks,  until  they  have  lieen  found 
to  agree  with  the  specification  received  along  with  tlicm.  In  case 
of  a  dispute  arising  on  any  occasion  as  to  the  amount  contained 
in  any  jwircel  of  notes,  rtiiieivcd  or  delivered  by  a  Bank,  which  has 
infringed  the  rules  in  this  clause,  such  Bank  shall,  in  the  aljseiice 
of  conclusive  evidence  in  its  favour,  be  held  to  l^ie  iu  the  wrong.— 
To  prevent  any  undue  delay  in  counting  the  notes,  uuch  of  the 
Banks  shall  provide  a  competent  staff  for  that  purpose,  to  the 
satisfaction  of  the  settling  Bank  of  the  day 

VI.  The  settlenienta  shall  be  undertaken  each  alternate  montli 
by  Ihc  Bank  of  Scotland,  and  by  the  Royal  Bank  of  Scotland;' 
but  neither  Bank  shall  be  held  to  int.'ur  any  rcsiK>nsil)ility  in 
respect  of  these  tmnsactiona. — On  iTonday,  Tuesday,  and  Thurs- 
day, the  iKilances  shall  Ije  included  in  the  general  settlement  of 
the  eJtchange  aud  clearing.  On  Wednesday,  F'riday,  and  Satur- 
day, unless  when  a  general  settlement  falls  on  any  of  these  days, 
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the  settling  Bauk  shall  errant  and  receive  Touchers  for  the 
balances,  which  shall  be  carried  into  the  neit  day*8  clearing 

VI L  When  the  balances  of  the  general  settlement  have  been 
strnck,  the  settlfnor  clerk  of  the  day  shall  at  once  enter  tlie  por- 
ticulara  in  a  record  provided  for  that  purpose,  and  the  Banks  who 
are  debtors  in  the  fiettlement  shall,  on  the  same  day  before  the 
close  of  business,  send  to  the  Banks  who  are  creditors  a  bill  or 
bills  on  London  for  the  respective  amounts  dne.  These  bills  shall 
be  drawn  5/8  days'  date.  The  Bunks  drawing  them  Khal!  bear  the 
expense  of  the  stamp-duty,  and  shall,  on  delivering  them,  pay  in 
cash  to  the  respective  Banks  in  whose  favour  they  are  drawn, 
eigrht  days'  interest  on  the  amountSi  at  the  rate  of  3  per  cent,  jier 
annum 

Yin.  In  the  event  of  any  exchange  draft  being  di^onoured 
without  prompt  and  satisfactory  explanation  of  the  canse^  the 
Bank  igsiiiiig  such  dnifb  shall  lie  immediately  excluded  from  tbo 
Exchange  Room  and  Clearing  House 

IX.  When  exchannros  are  established  in  provincial  towns,  the 
exchangeable  notes  received  at  the  agencies  there  must  wait  for 
the  return  of  the  next  local  exchange  day ;  and  must  midcr  no 
pretext  be  forwarded  to  meet  the  exchanges  in  Edinburgh,  or  at 
the  other  agencies 

X.  It  is  forther  understood  and  agreed,  in  consideration  of  the 
circulation  of  each  Bank  (other  than  what  may  be  issued  against 
gold  and  silver  coin),  beinij  fixed  and  limited  by  the  Act  8  and  U 
Vict.,  cap.  38,  that  the  Banks  shall  bring  to  the  Exchange  Room 
rey:nljirly,  at  their  head  oflices  and  agencies,  all  the  exchangeable 
notes  which  tbey  receive  ;  and  tliat  under  no  circumstances  shall 
any  of  the  8ul)8cnbitig  Banks  issue  the  notes  of  another  Bank  of 
Issue  in  Scotland,  without  permissiun  first  asked  and  obtained 

XL  The  vouchiTs  of  the  (Jliisgow  Exchanges  shall  be  conveyed 
by  railway  guard  ;  and  the  lettei-s  conlaiuing  the  vouchers  shall 
be  delivered  by  the  guard  to  the  Ck^ring  House  messenger,  to  be 
dctivcre<l  by  him  (leraonally  at  the  Bunks  to  which  they  are 
odil rested  in  Edinburgh 

XI 1.  The  record  of  the  general  settlemeuU  shall  be  open  for 
the  inspection  of  any  of  the  subaciibing  Banks,  at  such  timoA  oa 
may  be  convenient 
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XII  I.  Any  of  the  parties  to  thfs  agreement  slmll  be  cutitled 
to  withdraw  from  it  on  giviiior  three  months'  notice 

On  thB  London  Ckaring  House 

22.  Ahont  1775  the  inconvenience  of  sending  out  to  collect 
these  char«re8  led  a  number  of  the  city  bnnkera  to  organise  an 
exchange  among  themselves,  on  a  similar  plan  to  that  already 
practised  among  the  bunks  in  Edinburgh.  They  met  in  a  room, 
and  exchanged  their  mutual  claims  against  each  other,  and  paid  only 
the  difference  in  cash,  or  Batik  notes.  It  is  stated  in  tlie  BuUiou 
Rejwrt,  that  in  the  year  1810  tlu're  were  46  bankers  who  clwired  ; 
that  the  average  amount  of  drafts,  &c.,  passed  thrmigh  the 
Clearing  Honse  every  day  was  about  £4,700,000,  and  that  all  the 
balances  on  this  account  was  settled  by  about  £220,ono  in  Bank 
notes.  The  Clearing  Huuse  was  merely  an  assemblage  of  private 
bankers  ;  when  the  joint  stock  banks  were  instituted  in  the  city, 
they  were  rigidly  excluded  until  1854,  when  the  intolerable 
inconvenience  caused  to  them  by  the  large  amount  of  notes  they 
had  to  keep  idle  to  meet  the  *' diarges,"  set  a  question  afloat  of 
organising  another  Clearing  House  among  themselves.  Moreover, 
it  is  said,  that  the  private  bankers,  themselves,  felt  the  iucon- 
venience  of  the  heavy  "charges"  of  the  joint  stock  banks.  Partly 
owing  to  these  circnmstauL-cs,  and  pailly^  we  hope,  owing  to  the 
feeling  against  the  joint  stock  banks  ha\'ing  abate*!,  the  London 
and  Westminster,  t!ie  Union,  the  London  Joint  f^tock,  the  London 
and  Coimty,  and  the  Commercial  Banks,  were  admitted  to  the 
Clearing  House  in  August,  1854,  and  the  Southwark  Branch  of 
the  London  and  Westminster,  in  August,  1855.  The  latter  beiug 
remarkable,  not  only  as  a  branch  of  a  bank  Ixing  treated  as  an 
independent  bank,  but  also  as  not  being  in  the  City  of  London. 
The  Bank  of  England  was  Jiot  admitted  to  the  Clearing  Uouae 
tUl  1864. 

Hales  and  Retjulaiions  to  be  observed  in  the  London 

Ob  DIN  ART   Days,   Exceptiko  Saturdays 

Morning  Clearing  to  o[>en  at  10.30.  DniftSj  &c.,  to  be  re- 
ceived not  later  than  11.     Morning  Clearing  must  be  cIoBod  by  12 
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Country  Clearing  to  open  at  12.  Drafts  including  Returns,  to 
be  received  not  later  than  12.30.  Countrj  Clearing  must  be 
closed  by  2.15 

Afternoon  clearing  to  open  at  2.30.  Drafts,  &c.,  to  be  received 
not  later  than  4.  Returns  to  be  received  not  later  than  5,  except- 
ing on  settling  days,  when  the  last  delivery  shall  be  at  4.15,  and 
Returns  at  5.15 


Fourths  of  the  Month 

Morning  Clearing  to  open  at  9.  Drafts,  &c.,  to  be  received 
not  later  than  10.     Morning  Clearing  must  be  closed  by  12 

Country  Clearing  to  open  at  12.  Drafts,  including  returns,  to 
be  received  not  later  than  12.30.  Country  Clearing  must  be  closed 
by  2.15 

Afternoon  Clearing  to  open  at  2.30.  Drafts,  &c.,  to  be  re- 
ceived not  later  than  4.15.  Returns  to  be  received  not  later  tlian 
5.15 ;  excepting  when  the  4th  of  the  month  shall  occur  on  a 
Saturday,  when  the  Country  Clearing  shall  close  at  2,  the  Afternoon 
Clearing  conmience  at  2,  and  the  last  delivery  shall  be  at  3.30 
and  Returns  at  4.30 


Saturdays,  (not   being  Fourths) 

Morning  Clearing  to  open  at  9.  Drafts,  &c.,  to  be  received 
not  later  than  10.    Morning  Clearing  must  be  closed  by  11 

Country  Clearing  to  open  at  11.  Drafts  including  returns,  to 
be  received  not  later  than  11.30.  Country  Clearing  must  be 
closed  by  1.15 

Afternoon  Clearing  to  open  at  1.30.  Drafts,  &c.,  to  be  re- 
ceived not  later  than  3.     Returus  to  be  received  not  later  than  4 


January   Ist  and   December  31st 

On  these  days  au  extension  of  a  quarter  of  an  hour  shall  be 
given  to  the  last  delivery,  and  to  Returns;  and  a  similar  extension 
on  days  succeedir*'  Bank  Holidays 
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G&KEIIAL    RULEB 

Tlie  total  amount  of  the  Morning  and  Country  Delivery  slnill 
be  atjrwd  by  t'lich  (Meiirer  l>eforu  le4iving  the  Clearing  IIuii«4j 

All  Clerks  that  are  in  the  Clearing  Honse  by  the  time  ap- 
pointed for  final  delivery,  shall  be  entitled  to  deliver  their  artidcs, 
thougli  they  may  not  liave  lieen  able  to  pass  them  to  the  different 
desLs  before  tlie  clock  strikes 

All  Itetorns  in  the  coarse  of  delivery  npon  the  stroke  of  the 
clock  of  the  time  apjwiiittd  for  final  delivery,  must  be  received  by 
the  Clearers,  and  credited  the  same  day 

Any  Bank  which  lias  aoceptwl  and  paid  an  article  returned  to 
ib  in  error,  may  re^juire  repayment  throogh  the  Clearing  House 
on  tlic  following  day 

Notice  shall  be  entered  upon  a  Board  at  the  Clearing  House, 
giving  monthly  statements  of  those  settling  days  at  the  St<x;k 
Exchange,  upon  which  the  time  for  receiving  Returns  is  to  be  5.15 

With  regard  to  all  Drafts  not  crossed,  and  all  Bills  not 
receipted,  sent  t^j  the  Clearing  House  aa  lletunis,  the  Clearer 
holding  them  must  fully  announce  the  particulars  to  the  Clearing 
House,  and  if  not  claimed,  the  case  must  be  represented  to  the 
Inspectors  ;  but  on  no  account  can  the  Clearer  be  allowed  to  debit 
the  Clearing  House  with  the  amount  until  an  owner  can  be  found 

No  Return  can  he  rcceivfd  without  an  answer  in  writing  on 
the  Return  why  piiyment  is  refused 

It  Bhall  be  sufficient  in  order  that  a  Return  shall  be  received 
and  credited,  that  it  shall  have  on  it  an  answer,  w  liy  returned  ; 
find  no  Clearer  shall  refuse  to  pa&a  to  credit  any  Return  that  shall 
be  so  marked 

All  Returns  charged  upon  the  Balance  Sheet  must  be  marked 
up  and  agreed  by  the  Clearer  charging  the  same 

All  the  differences  arising  from  Marked  Articles  beyond  the 
fluni  of  £50  must  be  finally  ascertained  and  pUtced  to  accoimt, 
before  the  Clearer  makes  up  his  Balance  Sliect 

No  Clearer  shall  be  allowed  to  charge  out  Drafts  in  the 
Clearing-out  Book  at  the  Clearing  House 

All  differences  of  more  than  £1,UU0  that  may  have  Ixicn 
aocidentiilly  passed  over  at  uight»  shall  Imj  settled  by  a  transfer  at 
ihe  Bank  of  England,  the  first  thing  the  next  morning 
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The  Inspectors  are  charged  with  the  preservation  of  order  and 
decorum  in  the  Clearing  House,  and  are  instructed  to  report  to 
the  Committee  of  Bankets  disorderly  conduct  on  the  part  of  any 
persons,  calculated,  in  their  opinion,  to  ohstruct  the  adjustment  of 
the  business  of  the  House 

Each  clearing  bank  keeps  an  account  at  the  Bank  of  England, 
and  the  inspector  of  the  Clearing  house  also  keeps  one.  Printed 
lists  of  the  clearing  banks  are  made  ont  for  eadi  bank,  with  its 
own  name  at  the  head,  and  the  others  placed  in  a  oolunm  iu 
alphabetical  order  below  it.  On  the  left  side  of  these  name  is 
a  column  headed  "  Debtors,*'  and  on  the  right  side  are  marked 
*' Creditors.''  The  clerk  of  the  Clearing  House  then  makes  up 
the  accounts  between  each  bank,  and  the  dijferencB  only  is  entered 
in  the  balance  sheet,  according  as  it  is  debtor  or  creditor.  A 
balance  is  then  struck  between  the  debtor  and  creditor  columns, 
and  the  paper  delivered  to  the  clerk,  who  takes  it  back  to  his  own 
bank.  The  balance  then  is  not  paid  to,  or  received  from,  the 
other  bankers,  as  formerly,  but  it  is  settled  with  the  Clearing 
House,  which  keeps  an  account  itself  at  the  Bank  of  England. 
The  accounts  are  settled  by  means  of  a  species  of  cheque  appro- 
priated to  the  purpose,  called  transfer  tickets.  They  are  of  two 
colours,  white  and  green,  the  white  when  the  Bank  has  to  pay  a 
balance  to  the  Clearing  House,  the  green  when  it  has  to  receive  a 
balance  from  it.  They  are  signed  by  some  authorised  official  of 
the  Bank.    Thus,  if  the  Bank  is  debtor  on  the  balance,  it  gives  a 
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White  Ticket 


SETTLEMENT  AT  THE  CLEARING 
HOUSK 

London,  18 

To  the  Cashiers  of  the  Bank  of  England 

Be  jjieaud  to  tramfer  from   our 
Account  the  »um  of 

and  place  it  to  the  credit  of  the  Account 
rtf  the  Clearing  Danken,  and  aUoio  it  to 
be  drawn  for  by  any  of  them  (with  the 
hnoKUdge  of  either  of  the  Inepecton^ 
signified  by  his  eounterngning  the 
DrafU) 


SETTLEMENT  AT  THE  CLEARING 

HOUSE 
Bask  or  Esolasd, 


18 


A  Tbansfeb  ybr  the  sum  oj 


has  this  evening  been  mnde  at  the  Bank 
from  the  account  of  Messrs. 
to  the  accf^nt  of  the  Clearing  Bankers 

Foi  the  Bonk  of  England 

£ 


T!ie  Certificate  has  been  seen  by  me 


Inspector 


If  the  Bank  is  creditor  on  the  balance,  it  gives  a 
Oreen  Ticlcet 


Settlement  at  the  Clearing  TTouse 

LondoUf  18 

To  the  Cashiers  of  the  Bank  of  England 

Be  pleased  to  CREDIT  our  Account 
Cie  Sum  of 

out  of  the  money  at  the  credit  of  the 
account  of  the  Clearing  Bankers 


Seen  by  me, 


lasfcctor  at  the  Clearing  House 


Settlement  at  the  Clearing  House 

Bahk  or  Englahd, 

18 

T^e  account  of  Messrs. 
has  this  evening  been  cBEorrED  with  the 
Sum  of 

out  of  the  money  at  the  credit  of  the 
account  of  the  Clearing  Bankers 

For  the  Bank  of  England 


By  this  admirable  system,  transactions  to  the  amount  of  mnny 
millions  daily  are  settled  without  the  intervention  of  a  single 
Bank  note 
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CHAPTER    XIX 
ON  COLLATERAL  SECURITIES  TAKEN  BY  BANKERS 

1,  Banking  as  we  have  seen  deals  cxclnsively  with  personal 
ohh'gations.  Bankers  sell  their  own  credit  in  exchange  for  the 
credit  of  other  persons :  and  in  all  cases  whatever  these  persons 
arc  liable  and  bound  to  discharge  their  obligations.  Bankers, 
however,  do  take  additional  and  collateral  securities  of  variom 
s<»rts,  to  make  good  any  loss  from  their  customers  being  nnable  to 
discharge  their  obligations 

The  first  kind  of  these  collateral  securities  which  we  shall 
consider  is  a  bauker's  Lien 

On  a  Banker's  Lien  on  his  Customer's  Seeuritieg 

2,  When  a  customer  has  placed  any  Banking  Securities  in  the 
hands  of  his  banker,  without  specifically  appropriating  them  to 
any  purpose,  the  banker  has  the  right  to  retain  them  until  hi^ 
customer  has  discharged  all  debts  that  may  be  due  to  him :  even 
though  the  debt  was  not  incurred,  or  the  advance  granted  on  the 
deposit  of  the  Securities 

This  right  of  retention  of  Securities,  plac\id  unconditionally  in 
his  hands  is  termed  a  Lien 

3,  1.  A  banker's  general  Lien  is  part  of  the  Law  Merchant, 
and  is  judicially  noticed  as  such 

lirandao  v.  Bamett,  12  C.  A  P  ,  787.     Bock  v.  Oornsten,  2  De  G. 
F.  &  J.,  434.    JoMt  V.  Peppercome,  Johns,  430 
2.  A  banker  has  a  general  Lien  upon  all  Banking,  or  Paper 
Securities  placed  in  his  hands  as  a  banker  by  a  customer,  for  his 
general  balance 

Such  Paper  Securities  include  Bills,  Notes,  Exchequer  Bills, 
Stock,  Coupons,  Foreign  Bonds,  and  others  of  a  similar  natni«'. 
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And  hfa  Lien  extends  over  tlicse  Securities,  not  only  for  dehts 
which  have  ahxiady  accrued,  but  for  those  whicli  may  accrue,  stich 
lis  biUs  di>if:oiuited,  or  for  a  bill  accepted  for  hia  customer'B 
acL:ommf»dation 

[Jiiless  there  be  a  special  contract  reluting  to  these  particular 
chattels,  taking  them  out  of  the  general  rule 

But  to  do  this  the  particular  contract  uiuat  be  inconsistent  with 
the  notion  of  a  general  Lien 

DavU  y.  Bowtker,  5  T.  B..  488.  BoUand  v.  Bygravc,  %.  li  Moo., 
371.  Jo\trd<dnc  v.  Lefcvrt,  1  Esp.,  66.  ScoH  r.  BVankUn,  15  East, 
428.     WytiU  V.  Radford,  33  h,  J.,  Clmno.,  51 

8.  But  this  general  Lien  does  not  extend  to  Securities  which 
are  not  Banldng»  or  Negotiable  Secarities,  unless  by  Bpecial 
contract 

A  customer  deposited  with  his  bauker  a  deed  of  oonveyanco 
inclu(linj(  two  distinct  properties,  with  a  memonmduni  pledgin*^ 
om  of  thera  as  security  for  his  general  balance.  Held  that  the 
banker  had  no  lien  on  the  other  property 

Wyld^  V.  Radford,  33  L.  J.,  Chan.,  51 

4.  A  customer  by  deed  gave  his  Ijauker  a  secnrity  over  his 
estate  to  cover  a  debt  which  was  then  due.  Ueld  that  it  only 
applied  to  the  a<_ina11y  existing  debt,  and  was  not  a  continuing 
secunty  for  the  tioaLtng  halurice 

Re  Medewe'i  trmt,  20  Beov.,  588 

5.  A  banker  has  no  lien  on  any  plate,  jewels,  cash,  or  securities 
contained  in  a  box  deposited  with  him  in  his  character  of  Ware- 
houseman, and  not  as  banker  {a) 

Even  though  he  has  mcovered  judgment  in  an  action  against 
hifl  customer  for  a  balance  due  on  his  account  {b) 

Nor  can  money  lodged  with  a  bauker  for  a  specific  purpose 
which  fails,  be  retained  by  tlie  banker  against  a  di'bt  due  by  the 
depositor  when  bankrupt  {c) 

{a)  J  yandao  v,  Harnett,  12  C,  &  F.,  787.  Wylde  v,  Radford,  33 
L.  J..  Ciiatio,,  5 J 

(fr)  Lf^*e  V  Martin,  L.  B.,  17  Eq.,  221 
(c)  nyi'jht  V.  Wation,  I  0.  Ss  E.,  171 

6.  A  bunker  Ikh  no  Lieu  on  a  cujitomer's  lialauce  for  bills 
discounted  for  [iJiUt  during  the  currency  of  the  bills 

BoiBo-  V.  Foreign  d:  CcL  Qas  Co.,  S3  W.  B..  740 
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7.  If  secarities  be  offered  to  a  banker  for  a  loan  which  h« 
refiiftes  {a):  or  on  a  condition  which  is  not  fulfilled  {b)i  the  banker 
has  no  IJen  on  them  for  his  general  balunco 

(a)  Lucoi  V.  DorritfL,  7  Taunt. ,  278 

{b)  BuHon  V.  Gray,  43  L»  J.,  Chanc,  829 

8.  If  a  trustee,  in  violation  of  his  trust,  pledges  seeiiritiea  with 
his  banker,  the  trnst  will  override  the  Lien,  and  the  banker  cannot 
retain  them 

Manningford  v.  Tolanant  1  Coll.^  0.  0.,  670.  Moore  ▼,  JervU, 
2  CoL,  C.  0..  GO.  PinkfU  t.  Wright,  2  Hare.  120 ;  affirmed  in 
Dom.  Proc,  as  Murray  v.  Pink^tt,  12  C.  A  F.,  761.  BaiUit  r. 
MacKewan,  35  BeoT,,  177.  Staekftome  ▼.  Cimnteu  a/Jertey^  90  L* 
J.,  Chanc,  421 

9.  But  where  an  executrix  pledged  title  deeds  with  a  bank,  as  a 
Bccaritj  for  a  loan,  which  she  spent  in  violation  of  a  trnst,  it  was 
held  that  the  bank,  having  no  notice  of  the  breach  of  trusty  had 
a  Lien  on  the  dceda 

Farhall  v,  FarhaU,  h.  R.,  7  Eq.,  28<J 

10.  A  lianker  has  a  Lien  on  Banking  Secarities  pledged  with 
him  by  a  customer,  if  he  has  no  notice,  or  reasonable  canse  to 
believe,  tliat  thoj  belong  to  another  person :  but  if  he  receives 
notice  that  thejr,  in  fact,  do  belong  to  another  person,  he  ha«  no 
Lien  for  any  advance  he  may  make  after  receiving  such  notice, 
nor  for  hi«  general  biilance 

Locke  V,  Prencotl,  32  Bcav.,  261 

11.  A  C€»(ui  qm  trust  being  indebted  to  a  bank  at  which  the 
trnst  account  waa  kept,  gave  the  bank  a  Lien  on  hia  sliare  of  the 
trust  fund,  and  gave  notice  to  one  of  the  trustees  to  pay  hia  Bbare 
into  his  account  with  the  bank.  Held  that  this  was  a  valid  and 
irrevocable  assignment  of  tbe  fund,  und  thiit  the  bank's  Lien 
prevailed  against  the  caatomer*8  assignees  in  bunkruptcy 

Ex  parte  Steward,  3  M.  D.  &  Do  O.,  265 

12.  A  debtor  deposited  title  deels  with  his  creditor  aa  aecnrilj 
until  his  debt  should  be  rc<luee<l  to  £H)0  ;  he  died  indebted  to  hi^ 
creditor  in  £274,  Held  that  the  creditor's  Lien  extended  to  the 
whole  £274 

Afhton  V.  DtiUon,  8  Col,|  0^ 
IS.  An  equitable  mortgage  hy  the  occupier  of  lands,  mjlla^ 
houses,  machinery,  and  premists,  gives  tlie  dejwmitec  a  IJen  on  ail 
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fixtures,  w'lietlier  erected  before  or  after  the  deposit,  including 

those  removable,  as  between  landlord  and  tenant 

Ex  pftrU  Price,  2  M.  D.  A  De  O.,  616»  Ex  parte  Lotjd,  3  Deac. 
&  C,  765.  Ex  parte  Broadwood,  1  M.  D.  A  De  O.,  G31.  Ex  parte 
Cowell,  17  L,  J.,  Bank.,  16.  Ex  parte  Benneij,  2  M.  D.  &  De  O., 
591.  Ex  parts  WiUon,  4  D.  A  Ch,.  H3.  Ex  parte  Cotton,  2  M.  D. 
&  De  O.,  72j.     Ex  parte  Hi'tjnal,  2  M.  D.  A  De  O.,  443 

14*  A  banker  took  from  one  partner  of  a  firm  a  legal  mortgage 
over  property  which  he  knew  belonged  to  the  partnership,  as 
Becurity  for  a  private  debt  of  that  partner.    Held  that  the  rights 
of  the  other  partner  prevailed  over  the  bunker's  Lien 
CavandtT  ▼.  Bultttl,  L.  B.,  9  Ob.  Ap.,  79 

15.  A  costomer  kept  three  accounts  at  a  Imnk^  and  received 
advances  from  tlio  bank,  which  were  entered  in  one  of  them.  He 
Bent  securities  to  the  bank  to  cover  a  frt-sh  advance.  Held  that 
the  Imnk  had  a  Lien  on  these  securities  for  the  general  balance 

In  re  European  Bank^  L.  B.,  8  Ch.  Ap.,  41 

16.  A  Company  can  create  an  equitable  mortgage  by  the 
deposit  of  deeds,  without  complying  with  the  formalities  prescribed 
by  their  deed  of  eoustitntion  for  executing  legal  mortgages  ;  and  a 
banker  is  entitled  to  the  same  Lien  on  such  deeds  as  if  they  had 
been  dopsited  by  a  private  per8i*u 

Ex  parte  National  Bank,  L.  B.,  14  Eq.,  507 

17.  A  Ijanker  has  no  Lien  on  the  balance  of  a  partner  on  his 
separate  account  for  a  debt  due  to  him  from  the  firm 

Watta  V.  Christie,  11  Beav.,  546 

18.  A  firm  had  an  account  with  a  bank,  and  one  of  the  part- 
ners had  ftJso  a  separate  account  with  it.  The  bank  discounted  a 
promissory  note  of  the  parintr  tn>on  his  depositing  ceilaiu  shares 
as  security  :  these  shares  afterwards  became  the  proprty  of  the 
firm,  which  failed,  being  indebted  to  the  Imnk.  Held  that  the 
bank  held  them  only  as  security  for  the  debt  of  the  j partner,  and 
had  no  Lien  on  them  for  the  debt  due  frum  the  partnership 

Ex  parte  McKtnna,  30  L.  J..  Banko  ^0 

19.  If  a  banker  takes  a  security  payable  at  a  future  day,  his 
Lien  is  gone 

CotccH  V.  Sivip*(m,  10  Yea.,  275.     Ihtci&on  v,  Guthrie,  3  Rcotl.  208 

20.  The  Di!"octoi"8  of  a  Colonial  Banking  Cnmi>any  were  em- 
powered by  their  Deed  to  issne  shares  on  snch  terms  as  they 
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pleased ;  and  it  was  aUo  provided  that  they  should  have  a  Lien 
on  snch  shares  for  any  debt  of  such  shareholder.  They  issued 
sliares,  with  powers  of  attorney,  to  enable  the  holders  to  rtmit 
them  to  EtiLjland,  and  deal  with  them  as  negotiable  secaritics. 
Held  that  they  had  no  Lien  on  such  shares 

Hunter  y.  Steiritrt^iDe  O.  F.  ^  J.,  1<>8 

21.  K  mortgaged  to  R  certain  securities.    The  value  of  the 
Becurities  was  paid  into  the  hands  of  K*8  banker  with  whom  his 
accoant  was  overdrawn.     Held  that  the  banker  had  a  Lien  on  the 
amount  so  paid  in  for  the  amount  of  his  debt 
Roxburghe  T»  Cox,  17  Ch*  D.,  620 

22.  A  Bank  made  advances  on  title  tieods  to  land.  The  owner 
contracted  to  sell  the  land  to  a  purchaser  who  hud  notice  of  the 
banker's  claim  ;  and  the  bank  had  notice  of  the  intended  sale*  If 
the  bank  makes  farther  advances  on  the  deeds  witfiout  informing 
the  purchaser,  it  has  no  Lien  on  the  deeds  for  such  further  advance 

London  and  County  Bank  v.  RaUtiffr,  6  App,  Cus.,  723 

23.  A  Company  which  had  no  fK)wer  to  borrow  ruoucy  over- 
drew their  account  with  their  bankers^  and  deposited  certain 
private  deeds  of  the  members  to  the  company.  Held  that  the 
banker  had  no  Lien  on  the  dwds  for  the  ovei-drawn  account 

Ulockbum  Building  Society  t.  Cunliffe,  22  Ch,  I>,.  01 

24.  A  banker's  Lien  on  Becurities  taken  by  him  hortd  JtfJt  from 
a  customer  is  not  ufletLed  by  any  eciuitics  between  him  and  a 
third  party 

MUa  V.  Cui  tic,  I  App.  Ca«,»  644. 

On  Goods  (^tkm  09  Sicur((y 


4.    1.  If  a  banker  take^  Goods  as  a  aeourity  for  a  loan,  he 

on<^djt  to  satisfy  himself  that  his  customer  b  entitled  to  tlicm  ; 
beciinse,  by  Common  Law,  the  real  owner  will  be  able  to  recover 
them,  or  their  value,  frum  him,  if  unlawfully  pledged 

The  principle  of  Com?non  Lavv  regarding  the  transfer  of  th* 
Property  in  goods  by  a  sale  in  marki*t  overt,  does  not  apply  (o 
pawns 

Afar$dem  v.  IViuthallt  1  V«rii.,  407.    Puterfon  v.  Tatlk,  Stmo^e.  1176; 
Bartop  r.  Uoart.  8  AUl,  iC    Jloan  f .  i\ui*r,  t  T.  &,  97&    VmuUgmg 
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r.  Dttvat,  o  T,  R,  6W.     Maccomhie  t.  Daoit,  7  £ut,  5.     OmAam  ¥, 
/•//tf/cr,  0  M.  ,fc  a,  1.   5&tf*)ii  v,  Coltt,  6  M.  &  S*,  14.    Qntiroz  t.  T^iwrMait, 

2.  Goods  were  deposited  as  a  secarity  for  a  loan.  The  cua- 
lomer  afterwards  obtained  further  advaacea  without  rcfcrrinj*  to 
the  goods.  He  died  without  paying  off  his  debt  to  the  banker. 
His  executors  clairaed  tlie  goods  oq  payment  of  the  fir.^t  loan  only. 
Hvld»  that  the  bjinkcr  was  entitled  to  have  all  the  debt  paid  oir. 
But  if  there  had  been  bond  creditors,  or  a  bankruptcy,  the  banker 
could  only  have  held  the  gfooda  for  the  sum  first  advanced,  and 
must  have  jvroved  under  the  Jfat  for  the  rest 

Demmiiffray  v.  Metcal/\  Prec.  Chttac.t  419.  Adamt  v.  Claxtottf  G  V«%, 
2i>9.     Vauderzic  v.  n'illig,  3  Bro.,  C.  C,  21 

3.  Such  transactions  ought  to  be  completed  by  a  Bill  of  Sale, 
and  reirigtcred  under  Act  17  &  18  Yict  (1854),  a  36 

If  the  debtor  is  a  trader  the  banker  should  also  take  possession 
of  the  goods  or  premises,  as  registration  under  the  Bills  of  Sale 
Act  only  does  not  defeat  the  operattoa  of  the  doctrine  of 
"  re[mted  ownership  "  in  bankruptcy 

Lailfjer  r.  JSkaiOt  26  L.  J^  N.  S.,  79.  Ex  parte  AtU^y,  re  Daniti,  35 
L.  T„  188 

A,  A  banker  cannot  take  a  Bill  of  Sale  on  the  whole  property 
of  his  debtor,  as  such  an  instrument  is  an  act  of  bankruptcy 

Laem  t.  Lifftn^  82  L.  J»,  Ctiftnc,  915.  RetfuU  t.  Simjp9ony  I  Doag.,  89. 
Qitbtrty,  Spoofur,  I  M.  &  W.,  714.  Suuth  r.  Oiwntiti,  2  E,  &  B„  S5,  45, 
S2  L.  J.,  Q.  B.,  290,  Womlhousa  t.  II hi  my,  h,  B.,  2  Q.  B.,  638.  Em 
parte  Foxltf/^  in  re  Xurse,  L.  R.,  3  Ch.  Ap.,  616 

5,  An  inatranient,  stating  that  goods  are  deposited  as  a 
security  for  a  loau>  even  though  containing  a  power  of  sale  in 
default  of  payment,  does  not  require  to  be  stamped  as  a  mortgage 
deed 

/Aim*  V.  Bircfh  9  M.  4?  W.,  691.  AHenbofVUffk  r,  ComnU49u>ners  of 
Inland  lievcnue,  11  Eiah.,  i6L  Sm  ftbo  FranMin  r.  Nattty  13  M.  <fr 
W.»481 


Policies  of  Life  Assurance  a^  Sett&rity 

5.  1.  A  banker  sometimes  takes  a  Policy  of  Life  Assuranca 
aa  security  for  a  Debt.  In  such  case,  he  should  give  notice  to 
the  oJlice  of  the  assignment ;  as,  in  the  event  of  liis  cusLomcr'i 
bankruptcy,  the  Policy  would  vest  in  his  assigneei 
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It  is  a  well-efitablisbed  principle  that  Cfmn-in-AcHon,  or 
Rij,'lits,  or  a  debt  due  to  a  tmdor,  though  iisaigned  by  hitu,  are  in 
his  **  oi*der  and  disposition  "  in  the  event  of  hie  Ixiukruptcy,  even 
though  the  instrument  recoi^iiug  the  obligation  be  delivered 
over,  tiDlesB  notice  of  the  aasignmeut  has  been  dutj  given  to  the 
obligor 

Ryaa  V.  lioifiUi,  1  Vea.,  »ea.,  846.  Est  parte  Arhrrufht,  3  M.  D.  &  Do 
O.,  143,  E^  park  Wood,  8  St.  P,  &  De  G.,  815.  nompson  v.  %ir«,  U 
Sim..  U9.  Ks  parte  WUidnton,  18  Sim.,  475.  Dehher  t.  IkUam^,  2 
Exob.,  303.     Tkompwn,  ▼.  TtrnkiM^  2  Drew.  8c  8uti.,  8 

2.  Ni)tioe,  as  a  rule,  should  be  given  to  the  officer  representing 
the  Compfuiy,  who  may  either  be  the  Chainiian,  the  Directore,  or 
the  Secretary,  according  to  the  Deed  of  Constitution 

Where  a  Company  has  authorised  their  agents  to  receive 
notices  of  assignmeuts,  it  was  held  that  where  one  of  tlieir  agents 
had  acted  as  attorney  for  the  assignor  and  asfiignee  of  a  Policj, 
that  was  sufficient  notice  to  the  Company 

€kif«  T.  Uicia,  9  Q,  B.,  780 

3.  But  if  the  agent  is  not  agent  for  that  particular  purpose, 
his  knowledge  of  the  assignment  is  not  suflieient 

Ks  parU  Butck,  7  Jttr.»  820.    12  L.  J.*  N.  B.,  B«Lni.,  U 

4.  Such  notiod  need  not  bo  in  writing^  verbal  notice  is  aaffi* 
cient ;  even  though  the  office  refuses  to  receive  verbal  notice 

North  Brituh  Imurtine*  Oo,  y.  ffaOctt  7  Jar.,  N.  S.,  15)63.  Ke  pariM 
Jftw/frwkwi,  g  Mottt  dk  Ay.,  209.  Eg  part*  lAUUdaU,  6  HL  I».  ft  Dr 
Q.,74 

5.  If  the  assignee  has  sent  notice  by  post  to  the  obligor,  and 
the  assignor  becomes  bankrupt  before  the  notice  reaches  the 
obligor  in  tlie  course  of  post,  that  is  sufficient  to  take  the  case  oat 
of  the  Statute 

Betchtr  ▼.  JkUam^,  2  Exeh.,  803 

6.  Though  the  assignee  is  a  partner  in  a  mutaal  office,  thai  li 
not  sufficient  notice  to  the  Company 

T^a^son  t.  ^ir»,  18  Sim.,  4S0.     Et  part*  Ifittuum,  IS  Sin.,  49S 

7.  In  the  case  of  an  equitable  mortgage  by  the  mere  dcjKisit 
of  the  Policy,  the  assignees  of  a  bankrupt  cannot  recover  the 
Policy  itHt'lf  at  law  :  but  they  may  cluim  tlte  debt  from  ihu 
Com|>any,  and  give  a  valid  discharge  for  it 
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8.  If  a  Policy  be  deposited  bj  way  of  equitable  mortgage,  the 
onm  lies  npoa  the  assignees  of  the  bankrupt  to  prove  that  the 
notice  of  iissiguraent  was  not  giren  to  the  office  before  the 
baiikxaptcy 

Expufit  SievcHt^  i  Dec.  k  Ch.,  117 

0.  The  baaker  must  also  have  posstkiston  of  the  Policy,  A 
memoninduru  of  deposit  of  gcciirities  was  *jjivcn  to  a  hanker, 
stilting  tlmt  a  Polioy  of  Insnrauce  on  the  Hfe  of  tlie  depositur  wivs 
among  th?in.  The  Policy,  hoyFever,  was  not  delivered,  and  was 
in  tlie  posst.'Siion  of  the  depositor  at  the  time  of  his  baukriiptcy. 
Held  tfiat  the  Policy  passed  to  his  assignees,  and  the  banker 
ranked  among  the  genend  creditors 

E*  partt  Uali/az,  2  M.  D.  &  Do  Q.,  hA\ 

10.  A  condition  of  a  Policy  of  Life  Assurance  was  that  it 
sliould  be  void  if  tlie  assured  died  by  his  own  hand,  unless  it  hud 
been  assigned  for  valuable  consideratiun  six  months  before  his 
death.  The  holder  deposited  it  with  his  bankers,  with  a  letter 
chargiog  it  with  the  payment  of  any  debts  that  might  be  due  to 
them  at  the  time  of  his  dcat!i ;  and  three  years  idlerwardB  com* 
mitted  suicide,  Unng  indebted  his  bankers.  Held  that  the  bankers 
were  etititled  to  recover 

Jonu  V,  Consolidtited  Ini^tmmi  attd  htMuranoi  Oo.^  86  BeAT.,  256 

IL  Bankers  who  had  two  Policies  of  Life  Assurance  deposited 
with  them  gave  no  notice  to  the  offices ;  but  the  assured  mentioned 
in  conversation  with  the  secretaries  that  the  Policies  were  held  by 
his  bankers.  He  died  bankrupt,  and  Stuart,  V,  0.,  held  that 
the  Policies  remained  iu  his  order  and  disposition,  and  that  his 
asaigaeee  were  entitled  to  the  proceeds 

SdwanU  r.  MaHm^  L.  B.,  1  £q.,  121 


On  Title  Deeds  (akm  as  Security 

e.  1.  A  banker  frequently  takes  a  deposit  of  Title  Deeds  by 
way  of  equitable  mortgage  to  secure  an  advance.  In  all  such 
cases  he  shouhl  have  a  written  memorandum  distinctly  stating 
the  purpose  for  which  the  deposit  is  made.  A  written  memo- 
randnm  of  deposit  is  not,  indeed,  necessary,  for  there  may  be  a 
valid  deposit  iu  equity  without  even  a  word  spoken,  when  the 
possession  of  the  securities  cannot  be  accouuted  for  in  tmy  othur 
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way,  the  holder  being  a  stranger  to  the  title  and  deeds  (a).  Bat 
it  ie  laid  down  that  if  there  is  no  memorandum  of  deposit,  tbe 
Court  leans  against  oonsideriDj^  tbe  deposit  as  security  fur  an 
antecedent  debt  (^) 

(a)  Bozon  v.  WilUamM,  SY,&  J.,  150 
(6)  ExjurU  Afartm.  4  I>«-rte,  ir  Ch.,  457 

2.  If  deeds  arc  deposited  with  a  person  expressly  as  a  secnrity 
for  a  foture  advance,  the  creditor  has  no  lien  on  them  for  an 
antecedent  debt 

.Uiwut/ord  r,  /S»W,  1  Turn.  A-  Rns-^.,  27-1 

3.  But  if  a  banker  baa  completed  his  equitable  title  bj  ob- 
tiiining  possession  of  the  title  deeds  along  with  a  mcmorandam 
Ptuting  the  purpose  of  the  deposit  to  be  to  secure  payment  of  tbo 
mortgngor's  antecedent  debt  and  interest,  as  well  us  all  future 
advances,  he  will  be  able  to  enforce  his  claim  agninst  all  judgmentfl 
of  any  sort  recovered  against  the  mortgagor  after  the  date  of  tbe 
equitable  mortgage 

WMlwortk  Y.  GaiHjum,  3  Hflre,  416  Aifirmed,  1  Vhil.,  723.     C4uUr4  ▼. 
An.  OateraU  0  Priee,  411 

4.  There  must  be  an  actnal  deposit  of  the  title  deeds  to  ex- 
clude the  oi>eration  of  the  Statute  of  Fmuds.  An  order  to  a  thml 
party  to  deposit  a  lease,  when  executed,  is  not  suificient 

JEr  parU  Perry,  8  51.  D.  ^  He  O.,  252 

5.  An  agreement  to  execute  a  mortgage  with  a  delivery  of  the 
title  deeds  to  have  the  agreement  carried  out,  is  an  equltabk 

mortgage  from  the  date  of  the  agreement 

Edgt  V.  WGrthiugton^  1  Cox,  211.  Ex  parte  Bruoe^  1  Bom,  8T4*  HocH*j 
T.  Banioek^  I  Huu.,  lil.  Keyt  t.  WilliamM,  S  T.  A  CoL,  C.  C,  hb* 
BuXJin  w.  Dunne,  12  Ir.  Ch.  B«p..  67 

6.  To  constitute  an  equitable  mortgage  it  is  not  neoeasary 
that  all  the  title  deeds  should  be  deposited,  provided  that  real  aad 
material  portions  of  them  are 

J&  i>artt  ChijijPendaU,  I  Deac,  67.     Lvcas  t.  Ailtrt,  26  L.  J.,  CUm  18 

7.  A  raemorandura  aecorn]iunying  title  deed.s,  tstnting  tbe  parv 
|X)se  for  which  they  are  dejito^ited,  is  not  an  agreement  for  n 
lu-^rtgage,  and  does  not  require  to  be  stamped 

Meek  v.  Baylut,  Sl  L.  J.,  Ch.,  4i8 

P.  A  verbal  agreement  to  dejKrait  a  lease  when  exccatod  in  uol 
an  eqtiihdjlc  niurtgage 
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9.  To  create  an  equitable  Biib-mort.n^an^e  by  deposit  of  deeds 
origiiially  deposited  as  aw  equitable  inortgnjje,  it  is  not  nece8saT7 
to  (lepu-sit  with  the  second  depositee  the  Mrittcn  memorandtim 
deposited  with  the  first 

Ex  parie  Abel  Smith,  2  M.  D.  &  De  O.,  6$7 

10*  The  expression  "  inny  advance,"  in  the  memorandom  given 
with  title  deeds  tis  au  equitable  niortpigc,  may  include  past  as  well 
as  Cutnre  advances*  if  it  apfKuirs  that  the  parties  intended  it 

Kc  parte  Farltt/,  1  M.  D.  &  Du  G.,  6tt3.  £x  parte  Abel  Smith,  2  M.  D. 
t  De  G.,  &87 

11.  A  h'pil  mortijnjjc  ciiiinot  be  extended  by  parnl  (/?) ;  but 
an  equitable  mortj^nj^c  may  [b) 

(a)  Expartt  Jfottjxr,  2  Host*,  S28 

(6)  £ap  jxtrte  LamjnUm,  1  BotcOi  26,  Ex  parte  Kenmtglon,  2  Ves.  &  Boa,, 
79.  KjriMirte  Lloyd,  Ol.  <fe  Jam.,  339.  Ex  parte  Ntvttthip,  2  M,  D,  Si 
De  0.,  121 

12.  An  equitable  mortj^age  is  the  same  in  effect  as  a  legal 
mortgage,  atid  a  mortgagor  will  have  six  months  to  redeem 

Parktr  v,  Uomejitld,  2  My.  &  K,,  419.  Throp  ?,  Ourtnde,  2  Y,  &  CoL 
Ex.  Eq.,  730,  Mdhr  v.  Wooil»,  I  Keen,  16.  Bat  ftee  l6  8s  16  Tict. 
(ier.2K  0.  86,  s.  48 

13.  An  equitable  mortgiigec,  by  deposit  of  a  lease,  is  not  coni- 
pellable  to  fcako  a  ler^^al  assit^nment  ul*  the  lease  at  the  suit  of  the 
lessor^  even  though  be  has  entered  into  pussesaiou  of  the  premises 
and  paid  rent :  nor  is  he  liable  to  the  lessor  npon  the  covenants 
of  the  lease,  as  there  is  no  privity  of  contract  between  him  and 
tiie  lessor 

Moore^  T,  Ore^,  2  PIiUh  717 

14.  If  deeds  are  deposited  with  a  pci-snn  as  an  eiinitable  mort- 
gage, they  arc  not  to  be  considered  as  an  equititble  murtgugc  for  a 
loan  by  another  jwrson,  without  a  memorandum  in  writing 

£:ieparU  Whiibrfwfy  1  Ro*e,  2tHJ 

15.  A  pei"Son  conveyed  certain  property  to  trustees  by  a  post 
nuptial  settlement.  Having  obtaineil  tlie  deeds  from  the  truHtees, 
he  deposited  them  with  bis  bankei*s  as  an  equitable  mortgage  for 
a  loan.  Huld  that  the  banker  was  not  a  purchaser  within  27 
Eiiz.  (1585),  c.  4,  &  2,  and  the  trustees  were  entitled  to  recover 
the  deeds 

Kerriion  v,  Donlm^  0  Ding.^  78 
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10.  A  couveyance  of  a  house  and  furniture  was  deposited  as  a 
Becurity  for  a  debt,  with  a  memomudura  stating  that  it  was  the 
deposit  of  tho  title  deeds  of  an  estate.  Held  thtit  this  was  not  an 
equitable  mortgage  uf  the  furniture :  if  the  iDtenlion  had  been 
to  iuuhido  the  furniture,  it  should  have  been  so  stated  ia  the 
uicniorunduin,  and  a  schedule  of  the  articles  given  (fl) 

But  wheu  the  lease  of  a  house  was  deposited  as  au  cquitablo 
jnortga£^3,  and  the  promises  were  sold  along  with  tho  goodwill  of 
the  busincsfl  carried  on  on  tfie  prcnnses ;  and  the  produce  of  the 
Rule  of  tho  lease  and  gt>odwill  was  insufiicieut  to  satisfy  the  debt, 
the  depositee  was  held  entitled  to  the  whule  of  the  proceedB,  aa 
the  goodwill  was  the  iucideut  of  the  lease  {b) 

(a)  Kx  jmrte  Unnt,  1  M.  D.  k  D«  G.,  189 

17*  A  mortgagor  granted  a  mortgage  to  eecure  an  antecedent 
deht^  and  future  advances  to  a  limited  amount :  he  then  granted 
a  second  mortgage  of  the  same  property  to  anotlier  person  on 
girnilnr  lernis :  each  party  was  aware  of  the  mortgage  of  the  other. 
The  fii-st  mortgagee  made  advances  to  the  mortgagor  after  he  was 
awai*e  that  the  second  mortgagee  made  advances  to  him  on  tlie 
security  of  the  second  mortgage  :  he  cunnot  claim  that  the  ad- 
vances which  he  had  made  sul^sequently  to  this  knowledge  should 
have  priority  over  the  advances  made  by  the  second  mortgagee 

BiJjth'ngon  T»  Jioitf  9  H.  L,  Ca,,  614 

18.  A  misdirection  of  the  mortgagor's  interest  in  land  will  not 
invalidate  au  equitable  mortgage 

EtparU  QiifH,  1  M.  D.  &  Be  0„  29 

19.  An  e<|urtable  mortgage  may  be  created  by  ft  deposit  of 

copy  of  Court  Roll 

Kx  iHirU  Warner,  19  Vei.,  flOl.     Winter  v.  Lord  Ansom^  3  BaM^  4M. 
WhUbreod  T.  Jordan,  1  Y.  ft  OoUn  Ex.  £^.,  808.     TyU^  t.    >fM6,  ft 

20.  If  deeds  including  several  estates  are  depoetted  as  an 
equitable  mortgage,  with  a  memorandum  speolfying  only  one  •• 
mortgaged,  it  is  not  a  mortgage  of  the  other  oitatoB  mentioned 
in  the  deeds 

Wj/idt  V.  Bttd/ord,  98  L.  J.,  Ckuie.,  1^1 

21.  If  a  truiitce  fraudulently  deposit  title  deeds  as  an  eqaitfthh 
mortgage^  tlic  trust  will  prevail  over  the  mortgage 

Mattninu/oitt  v.  TWnrtoii,  1  Coll.,  670.    Batiit  f « i/c AVcvm,  M  ik09^  Ul 
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22.  A  customer  deposited  Title  Deeds  of  pretnisea  to  secnitj  a 
tleht  without  any  memorandum.  The  equitable  mortgage  waa  a 
tc'cuntj  (or  further  advaucea  bj  virtue  of  tlie  banker's  general 
lieu  on  the  deeds 

Ex  parU  Tteeedif,  5  Ch.  D.,  651) 

Ott  Stcurities  given  by  Third  Parties  to  Bankers  to  secure 
advances  to  iheir  cudomcra 

7.  We  have  now  given  what  apfjears  to  us  to  be  neoeaeary  to 
explain  the  relations  between  a  banker  and  his  customer,  and 
jurities  g:iven  by  the  customer ;  we  have  now  to  consider  the 

where  strangers  give  sceiu'ities  to  bankrra  on  belialf  of  their 
cuiitomers,  which  arc  much  more  strictly  interpreted  than 
securities  given  by  the  customer  himself 

The  general  rule  ia  this — That  if  a  i)er8on  gives  a  guaranty  to 
a  banking  firm  to  secure  advances  made  or  to  be  made  to  another 
firm  as  customei's,  if  any  change  takes  place  in  either  firm,  either 
from  death  or  the  withdrawal  of  any  partner  ;  or  the  adoption  of 
a  new  one  ;  the  guaranty  holds  good  as  to  any  operations  which 
have  ahready  l>een  commenced  but  not  completed  before  the  change: 
aSt  for  instance,  to  hilla  accepted,  discounted,  or  negotiated  before 
the  change,  but  which  did  not  become  payable  till  after  it ;  but  it 
then  becomes  ipso  facto  void  and  determined  as  regards  any  new 
transactiouii 

These  doctrines  having  been  established  by  a  host  of  cases  were 
confirmed  by  Statute,  19  &  20  Vict.  (1856).  c.  97,  B.  4— 

"  No  promise  to  answer  for  the  debt,  default,  or  miscarriage  of 
another,  made  to  a  firm  consisting  of  two  or  more  persons,  or  to  a 
single  person  trading  under  the  name  of  a  firm :  and  no  promise 
to  answer  for  the  debt,  default,  or  miscan*iage  of  a  firm  consisting 
of  two  or  more  persons,  or  of  a  single  person  trading  under  the 
name  of  a  firm,  shall  be  binding  on  the  jvci'son  making  such 
promise,  in  respect  of  anything  done  or  omitted  to  Ije  done,  after 
change  shall  have  tjiken  place  in  any  one  oi  more  of  the  pei-sons 
'constituting  the  firm,  or  in  the  ijersun  trading  under  the  name  of 
a  firm,  unless  the  intention  of  the  parties  that  such  promise  shall 
continue  to  be  binding,  notwithstanding  such  chunge,  shall  ajipeur, 
riiher  by  express  stipulatiou,  or  by  necessary  imph cation  from  the 
nature  of  the  firm,  or  otherwise." 


460 


THEOUY  AND  PRACTICE  OF  BANKING 


If,  therefore,  it  be  the  intention  that  tbe  guaranty  should  be  Ji 
continuing  security,  Dotwithstandiog  any  chant^e  in  cither  or  lx>Ui 
of  tbe  firms,  such  a  Btipulation  must  be  clearly  set  forth  in  it 

A  gaarimty  is  also  vitiated  if  the  banker  deviates  in  the 
Blightest  degree  from  ita  precise  terms,  for  there  is,  in  fact*  a 
deahng  between  the  banker  and  his  cnstonier  to  which  Lh^ 
giiamiitor  has  never  consented 

1.  Before  1856  a  guaranty  required  to  have  the  ronHiieratioa  it 
was  given  for  stated  on  the  face  of  it ;  but  by  the  Mercantile  Law 
Amendment  Act,  18  &  19  Vict.  (1850),  c,  97,  s.  8,  it  is  eniwrtinl — 

**No  speciid  promise  to  be  made  by  any  person  after  the  j»a8s- 
ing  of  tin's  Act  to  answer  for  the  debt,  default,  or  miscarriage  of 
another  person,  being  in  writing,  and  signed  by  the  party  to  be 
charged  therewith,  or  some  other  person  by  him  thereunto  law* 
fully  authorised,  shall  be  deemed  invalid  to  supi^ort  an  action,  suit 
or  other  proceeding  to  charge  the  person  by  whom  such  promise 
shall  have  l>een  made,  by  reown  only  that  the  consideration  for 
such  i»rumise  docs  not  api)ear  in  writing,  or  by  necessary  infcrenoe 
from  a  written  document " 

Emm  V.  WhyU,  5  Biug.,  485.    JCyrf  ▼.  Bartrop,  S  Miild.,  83L 

Archer  V.  HaU,  4  Biag..  464.     Witcher  t.  Uall,  S  B.  A  C,  209, 

nonar  v.  Macdmald,  3  IL  L.  Ca.,  2t2fl 

2,  If  the  banker  advances  to  his  customer  a  sum  in  excess  of 
the  sum  guaranteed,  that  is  not  a  variation  of  tlie  tertns  of  the 
guaranty 

Sellen  t.  Jwiej,  16  M.  &  W.,  112.  Furker  v.  WUe^  6  IL  A  S.. 
2Sa.    Laurie  v.  Seholcfild,  L.  B.,  4  C.  P..  (Via 

8.  If  B  surety  guarantees  a  fixed  sum,  and  the  luinker  advaooeB 
to  his  customer  beyond  the  sum  fixed,  and  the  ciLKtoujer  becoQiai 
bankrupt,  the  surety  is  only  liable  for  the  sum  he  guaianteed,  lev 
the  amount  of  any  dividend  on  the  Iwinkrupfs  estate 

E^  yiirte  Jliuftforth^  10  Vea.,  40*.>.  Pal^j  v.  FieUL,  13  V#«.,  4ft5, 
Bardwell  v.  Lj/daU,  7  Bing.,  489.  Kaikti  v.  Totld,  8  Ad.  &  £.«  84$. 
Ex  partt  Brook,  2  Row,  8^4,  Ex  parU  Holmei,  U.  &  Clu,  SOL 
0«  v.  Pack,  33  h.  J.,  Q.  B.,  49 

4.  But  a  guaranty  is  not  determined  by  the  death  of  tlic 
giianintor,  so  long  jw  the  oliligatiou  is  uji('oin;«h;(od 

Bradbufif  T,  Morgan^  ilL  A  0,,  24'.i 

5.  A  guaranty,  e vea  thoogh  it  states  a  spcciiied  time,  is  always 
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oonotermandable — except,  of  course,  oa  regards  anj  advances  made 
under  it 

Oford  V.  DavUj,  13  C.  B.,  N,  S..  7i8 

6.  Any  vuriiUian  iK^Lween  the  precise  terms  of  the  guaranty 
and  the  actual  dcahng  t)etween  the  banker  and  the  debtor  will 
avoid  the  p^iaranty 

Ghjn  V.  Ucrtel,  8  Taunt.,  20^.  Bacon  t»  Chetnfy,  1  Sturk.,  N. 
P.  C,  102,  BomfT  V.  Cox,  0  Ueiv.,  110,  The  aeuenil  Sirmn 
Navigation  Co.  v.  Rt4l,  6  C.  U.,  N.  S*,  ^oO.  Culvert  v,  Uw  Lottdon 
Dock*  Co.,  a  Keen.  038 

7.  A  guaranty  will  be  construed  most  strictly  against  the  grantor 

Matou  y.  PrilcJtard,  12  East,,  227,  Mayer  ?,  Uaac,  6  M,  A  W., 
605.     Wood  V.  Prieftner,  L.  R,,  2  Eich.,  tiO 

8.  An  omisaion  or  mis-stnteuient  of  facta  wliich  affects  the 
guarantor's  resiwnsibility  will  avoid  the  guanioty  (n) 

J^ut  im  omission  to  state  facts  which  do  not  affect  the  guar- 
antor's rrsponsibiiity  will  not  do  so  {b) 

If  the  creditor  knows  tliat  the  principal  has  committed  an  act 
of  dishonesty,  and  dues  not  in'orni  the  surety,  he  is  discharged  (c) 

(a)  Pitkoek  v.  Bithop^  BB.A  C,  005,  Juck«on  v.  Ditcfinire,  3  T. 
B.,  55L  Maijhew  v.  Ctickctt,  2  Swiinat.,  189.  Gtyn  v.  lUrUi,% 
Taunt.,  20d.  Stone  y.  Compton,  5  Bing..  N.  C,  142.  PUdij^  v. 
iJuj*»  John,  G63.  Swan  v,  If/*«fe  r>/  Sc<>//<tn</*  1  Dcac,  272.  Ble/it  y. 
Bivwn,  8  Jur.,  N.  S.,  602.     Lee  v.  /«K4f#^  17  C.  B.,  N.  S.,  482 

(fc)  Z/tiffii/foH  V.  ira «*ort,  12  CI,  &  F.,  lOD.  i^ore^  British  Insuranee 
Co,  V.  L%f/,  10  Exch,,  523 

(c)  Phillips  V.  FoxalU  L.  R.,  7  Q.  B.»  G66 

9.  If  the  creditor,  without  the  surety*a  knowledge  and  consent, 
gives  the  principal  debtor  time  by  a  positive  legal  contract  which 
suspends  his  right  of  action  against  him — and  is  not  a  mere  for- 
bearance to  sue :  or  if  he  obtains  execution  against  him  and  then 
withdraws  it  (1):  or  agrees  that  the  debtor's  estate  shall  be 
administered  for  the  beoent  of  the  creditors,  **  in  like  manner  as 
if  he  had  obtained  a  discharge  in  bankruptcy  '*  (2)  :  the  surety  is 
discharged  (a) 

But  not  if  it  is  done  with  the  surety's  knowledge  and  consent  (b) 

(a)  Niilt-t  V.  Smith,  2  Bro„  C.  Cr.  579.  JUcm  t,  Benimjton,  2 
Yes.,  Jan..  540.  Samuell  v.  Iliftcnrth^B  Mer.,  272.  CreiiffttuitY, 
Rankin,  7  CI.  &  F-  346.  Eyre  v.  Everett,  2  Biwa.,  881.  Hfoth  ▼, 
Key,  I  Y.  A  Jcr.,  484.    Uotfttl  y*  Jonett  I  0.  M.  *  a,  97.    Comhe 
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T.  Wool/,  8  Bing,,  166.    OtfM  ▼,  Youn^,  Holfc,  N.  P.  C,  ^i, 

T.  Stuhh9,  18  Vea.,  20.    BawA  of  Ireland  v.  Beretford,  6  Dow.,  238. 

Perfect  r.  Mufffravf,  C  Price,  111 

(1)  Mayhew  r.  Crickttt,  2  Swimsl.,  191 

(2)  Cragot  T.  Johm,  L.  R.,  8  ExcJi.,  81 
(t)  rj^#ofi  V.  Cox,  Turn.  «!r  Rasa.,  3<.)5 

10.  But  an  additional  and  collateral  swnritj  which  does  not 
aiispend  the  creditor's  right  of  action  does  nob  disirharge  the  surety 

T^opatny  T,  Young,  3  B.  «Sr  0.,  208.  Bell  r.  Bank*,  3  M.  A 
G.,  258 

11.  If  the  principal  debtor  is  discharged  by  operation  of  law, 
ns  by  a  certificate  of  bankmptcy,  the  surety  is  nob  discharged 

Brwcn  ▼,  Cartt  7  Bing.,  608.  LamjdaU  v*  Parry^  2  Dow.  it 
By.,  837 

12.  If  the  creditor  takes  a  secnrity  of  a  higher  order,  snch  aa  a 
Bpecialty  instead  of  a  simple  oontmct,  the  latter  is  "mer^d**  and 
the  surety  ts  discharged 

But  if  the  remedy  against  the  surety  is  expressly  reaer?ed  in 
the  specialty,  the  surety  is  not  released,  even  though  it  is  given 
without  his  knowledge 

For  a  specialty  to  operate  as  a  merger  it  mnst  coincide  exsictly 
in  amount  and  with  the  purties,  with  the  simple  contract 

Ex  parte  Carttain,  Back,  B.  0.,  5tJ0.  £x  parti  Glendinmnf/, 
Buck,  B.  C,  517.  Ex  parU  Giford.  6  Yea.,  805.  BonUt  ▼.  yfttffcr^ 
19  0.  B..  N.  8.,  76.  Kear*le!f  v.  Coif,  16  M.  &  W.,  128.  Hooper  V. 
Mankall,  L.  R.,  6  C.  P.,  4.  Bateson  v.  Gotiimj,  L.  R*.  7  0.  P.»  9, 
Teede  v.  Johmon,  11  Exch.,  S-IO 

18.  If  the  holder  of  a  gecuriby  agrees  with  the  principal  dtl»tor 
io  give  time  to  the  surety,  he  thereby  discharges  the  surety 

Orimtal  Finamial  Co,  t.  Overend  Jb  Co*,  L.  B.,  7  Ch.  Ap.,  ii'd 


On  Dock  Warrants  and  Bills  of  Lading 

8.  Bills  of  Ladfng  and  Dock  Warrants  are  titles  to  certain 
Bpccific  goods;  they  therefore  follow  the  law  of  goods  and  ars 
Assignable  lii»trnments,  but  not  Negotiable  Instruments 

Heucc  the  real  owner  does  not  lose  fiis  Proj^erty  in  tliem 
ihongli  they  have  h&km  lost  or  stolen,  and  sold  for  vaine  to  an 
innocent  purcluk!H;r*    lie  can  recover  them  in  the  haudd  of  aa 
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innocent  holder  for  value  just  in  the  same  way  as  he  can  recovef 
the  goods  themselves 

Qumeij  y,  Behreud,  3  EL  &  Bl.,  G22.     ManfjUs  V.  Dixon,  3  H.  L., 
C&.  702 

The  Factors*  Acts 


It  was  estabh-^jhed  hy  a  lon^  eeries  of  cases  that  a  fantor  coiiM 
x\X)iphthje  the  goods  of  his  principal  by  indorfiing  and  delivering 
the  bill  of  lading,  although  he  might  mil  them,  and  coafirmed 
by- 

Martini  T.  Colet,  \K.&  S.,  140.    Shipley  v.  Kymer,  1  U.  <9^  S.» 
4BL    Ntwiom  v.  Thornton,  (J  East.^  17 

Bat  this  doctrine  was  altered  by  Statnte  4,  Geo,,  4  (1824),  c. 
83,  amended  StatDte  6  Geo.,  4  (1826)^  o.  01,  commonly  called  the 
Factors'  Act 

By  this  latter  Act  it  was  enacted,  §  1 — 

"  Any  person  or  pereoiia  intrusted  for  the  pnrpose  of  consign- 
ment or  of  sale  with  any  goods,  wares,  or  merchandise,  and  who 
slrnll  have  shipped  such  goods,  wares,  or  merchandise,  in  his,  her, 
or  their  name  or  names,  and  any  person  or  perscms  in  whoee  name 
^r  names  any  goods,  wares,  or  merchandise  shall  be  filupi>ed  by  any 
other  person  or  pere*  »ns,  shall  be  deemed  and  taken  to  be  the  true 
owner  or  owners  thereof,  so  far  as  to  entitle  the  consip^nee  or 
consignees  of  such  goods,  wares,  and  merchandise  to  a  litn  thereon, 
in  respect  of  any  money  or  negotiable  security  or  securities  ad- 
vanced or  given  by  such  consignee  or  consignees  to  or  for  the  use 
of  the  person  or  persons  in  whose  name  or  names  such  goods, 
wares,  or  merchandise  shall  be  shipped,  or  in  respect  of  any  money 
or  negotiable  security  or  securities  received  by  him,  her,  or  them 
to  the  use  of  such  consignee  or  consignees  in  the  like  manTier  to 
all  intents  and  piu-poses  as  if  snch  person  or  persons  was  or  were 
the  true  owner  or  owners  of  such  goods,  wares,  and  merchandise, 

"  Provided  snch  consignee  or  consignees  shall  not  have  notice 
by  the  Bill  of  Lading  for  the  delivery  of  such  goods,  wares,  and 
merchandise,  or  other  wise,  at  or  before  the  time  of  any  advance  of 
such  money  or  negotiable  security,  of  such  receipt  of  money  or 
negotiable  security  in  respect  of  which  snch  lien  is  claimed,  that 
such  person  or  persons  so  shipping  in  his,  her,  or  their  own  name 
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or  nameS)  or  ie  whose  name  or  names  any  goods,  wares  or  mer- 
chandise sliall  be  8hip])ed  hj  any  persoD  or  peraons,  is  or  are  not 
the  aetiial  and  bond  fide  owner  or  owners,  proprietor  or  proprietors, 
of  such  goods,  wares,  and  merchandise  so  Bhip|yed  as  aforesaid  " 

By  S.  2. — "  Any  person  or  persons  intrusled  with  and  in  /;^f- 
Sfsshn  of  any  Bill  of  Lading,  India  Warrant,  Dock  Warrant, 
Warehouse  keeper's  certificate,  Wharfinger's  certificate,  Warmnt 
or  Order  for  delivery  of  good?,  shall  be  deemed  and  taken  to  be 
the  true  owner  or  owners  of  the  goods,  wares,  and  merchandise 
described  and  mentioned  in  the  said  several  documents  herein* 
before  stated  respectively,  or  of  them,  so  far  as  to  give  yalidity  to 
any  contract  or  agreement  thereafter  to  be  made  or  entered  into 
hy  such  person  or  pereons  so  iufrmkd  and  in  possession  aa  afore- 
said, with  any  person  or  persons,  body  or  bodies  politic  or  cor- 
porate, for  the  sale  or  disposition  of  the  said  goods,  wares,  and 
mercluuidise,  or  any  part  thereof,  ar  for  the  df^osit  and  pMiji 
thereof,  or  atuj  part  tJurcof  as  a  security  for  any  money  or 
negotiable  instnuuent  or  instniments  advanced  or  given  by  such 
person  or  persons,  bixly  or  bodies  politic  and  corporate,  upon  the 
fuitli  of  such  several  documents  or  either  of  them 

*'  Provided  sucli  pei'son  or  persons,  body  or  bodies  politic  or 
eorporate,  shall  not  have  notice  by  such  documents  or  either  of 
them  or  otherwise,  that  such  person  or  persons  so  intnisted  aa 
aforesaid  is  or  arc  not  the  actual  and  bond  fide  owner  or  ownei^s, 
proprietor  or  proprietors,  of  sneh  goods,  wares,  or  merchandise,  m 
sold  or  deposited,  or  pledged  as  afore^d  *' 

As  to  the  meaning  of  **  a  person  intrusted  with"  the dooainenta 
meutioned,  see — 

Closi  V.  Uolm^$,  2  Moo.  A  Rob.,  22,     PhiUia  v.  Hxtih,  G  M.  A  W,« 

V.  Stewart,  5  Soott.,  N.  B.,  1 ;  i  M.  d  G.,  395 
In  consequence  of  these  decisions,  the  Statnle  5  A  6  Vict. 
(1842),  c,  39,  was  paused,  which  enacted,  s.  1 — **  Any  agent  wlio 
shall  hereafter  be  intrusted  with  the  posse^sif^n  of  go(^JilH,  or  of  ibo 
documents  of  title  to  goods,  ahall  be  deemed  and  taken  to  lie  tho 
owner  of  such  goods  and  docnmcnts  so  far  as  to  give  validity  Co 
any  contract  or  agreement  by  way  of  pledge,  lien,  or  wcuHty  honA 
Jide  made  by  any  person  with  such  agent  so  introAted  as  aroresaidt 
OS  well  for  any  original  loan,  advance,  or  payment,  made  apou  the 
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security  of  snch  goods  or  documents,  or  also  for  any  further  of 
contiiiTiiiig  advance  in  respect  thereof,  and  such  contract  or  agroc- 
mtut  shall  be  binding  upon  and  good  against  the  owner  of  snrli 
goods,  and  all  other  persons  interested  thei-ein,  notwithstandin-j 
the  person  claiming  such  pledge  or  lien  mny  have  had  notice  that 
the  person  with  whom  8nch  contract  or  agniement  is  made  is  only 
an  agent " 

S.  2  enacts — "Where  any  such  contract  or  agreement  for  pledge, 
lien,  or  security  shall  be  made  in  consideration  of  the  deUvery  or 
transfer  to  such  agent  of  any  other  gooils  or  merchandise  or 
docnments  of  title,  or  negotiable  secunty,  upon  which  the  person 
BO  delivering  up  the  same  had  at  the  time  a  valid  and  available' 
lien  and  security  for  or  in  respect  of  a  prerioiia  advance  by  yirtne 
of  some  coatmct  or  agreement  made  with  siu'h  agent,  such  con- 
tract aud  agreement,  if  honii  jldc  on  the  part  of  the  person  with 
whom  the  same  may  be  made,  shall  be  deemed  to  he  a  contract 
made  in  consideration  of  an  advance  within  the  tine  intent  and 
meaning  of  the  Act,  aad  shall  be  as  vahd  aud  effectual,  to  all 
iutetits  and  purposes,  and  to  the  same  extent,  as  if  the  considera- 
tion for  the  same  had  been  a  horn  fide  present  of  money 

"  Provided  that  the  lien  acquired  under  such  last-mentioned 
contract  or  agreement  upon  the  gwds  or  documents  deposited  iu 
exchange  shall  not  exccctl  the  value  at  the  time  of  the  goods  aud 
merchandise  which,  or  the  docament  of  title  to  which,  or  the 
negotiable  security  which  shall  be  delivered  up  and  exchanged" 

S.  8.— This  Act  and  every  matter  and  thiug  herein  contained, 
shall  be  deemed  and  construed  to  give  validity  to  such  contracta 
and  agreements  only,  and  to  protect  only  such  loans,  advances, 
and  exchanges,  as  shall  be  made  bond  fide,  aud  without  notice  that 
the  agent  making  such  coutmcts  or  agreements  as  aforesaid,  has 
not  authority  to  make  the  same,  or  is  acting  mala  fide  in  respect 
thereof  against  the  owner  of  such  goods  and  merclmndisc 

"Nothing  hereiu  contained  sliall  be  construed  to  extend  or 
protect  any  lien  or  pledge  for  or  iu  respect  of  any  ant^ecedent  debt, 
owing  from  any  agent  to  any  persou  with  or  to  whom  such  hen  or 
pledge  shall  be  given,  nor  to  authorise  auy  agent  intrusted  as  afore- 
said iii  deviating  from  any  express  orders  or  authority  received 
from  the  owner :  but  that  for  tbc  purpo.^e  and  to  the  intent  of 
protecting  alt  such  bond  fide  loans,  advantrs,  and  c.\chanj?es  ly^ 
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afoi'esaid  (thoogli  made  with  notico  of  such  agent  uoi  being  the 
owner,  but  without  any  notice  of  tbe  agent's  acting  withoni 
anthority),  and  to  no  further  or  other  interest  or  pnrpoee  snch 
contract  or  agreement  as  aforesaid  shall  be  binding  on  the  owner 
and  all  other  persona  interested  in  such  goods  '* 

S,  4. — "  Any  Bill  of  Lxuling,  India  Warrant,  Dock  Warrant, 
Warehouse  keeper's  Certificate,  Warrant,  or  Order  for  deUvery  of 
goods,  or  any  other  document  used  in  the  ordinary  course  of 
business  as  proof  of  the  possession  or  control  of  goods,  or  autlior^ 
ising,  or  purporting  to  authorise,  either  by  indorsement  or  by 
delivery,  the  pos&ejssor  of  snch  document  to  transfer  or  receive 
goods  thereby  represented,  shall  be  deemed  and  taken  to  be  a 
Document  of  Title  within  the  meaning  of  this  Act:  and  any  agent 
intrnated  as  aforesaid  and  prjssessed  of  any  such  docnment  or  title 
whether  derived  immediately  from  the  owner  of  such  goods,  or 
ol«*ained  by  reason  of  such  agent's  liaviny:  l>een  intrusted  with 
tlie  possession  of  the  goods,  or  of  any  other  docaments  of  title 
thereto,  shall  be  deemed  and  taken  to  have  been  intrusted  with 
the  possession  of  the  goods  represented  by  such  docnment  of  title 
as  aforesaid,  and  a!l  contracts  pled^^'ing  or  giving  a  Vwu  u]M:>n  such 
ducumeuts  of  title  as  aforesjiid,  shall  be  deemed  and  t^ikcn  to  be 
resficctively  pledges  of  and  hens  upon  the  goods  to  wliicli  tliesuine 
relates :  and  such  agent  shall  be  deemed  to  be  poascased  of  snch 
goods  or  documents,  whether  the  same  shall  be  in  his  actual 
custody,  or  shall  be  held  by  any  other  penson  subject  to  liis  control 
or  for  him,  or  on  his  behalf 

"  Whether  any  loan  or  advance  shall  be  bond  fide  made  to  any 
agent  intrusted  with  and  in  pos^es^ion  of  any  snch  goods  or  doca- 
ments of  title  as  aforesaid,  on  the  faith  of  any  contract  or  agree- 
ment  in  writiug  to  assign,  deposit,  transfer,  or  deliver  snch  goodii 
or  documents  of  title  as  aforesaid,  and  such  goods  or  documents  of 
title  shall  aclnally  l^e  received  by  the  person  making  snch  loan  oi 
advance,  without  notice  that  such  a;;ent  was  not  authorised  to 
make  such  pletlge  or  security,  every  such  Joan  or  advance  shall  be 
deemed  and  taken  to  be  a  loan  or  advance  on  the  security  of  such 
goods  and  documents  of  title  wttliin  the  meaning  of  this  Act, 
though  such  goods  or  documents  of  title  shall  not  ^>  "•* 

received  by  the  person  making  aoch  loan  or  ad  vain  ij,« 

period  Bubsoqncut  thereto 
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**  A»y  oontracfc  or  agreement  whether  made  direct  with  such 
agent  aa  aforemid,  or  with  aoy  clerk  or  other  persou  on  his  behalf, 
shall  be  deemed  a  contract  or  agree tnent  with  such  agent :  and  any 
payment  made,  whether  by  money  or  bills  of  exchange,  or  other 
negotiable  security,  ahall  be  dt-enied  and  taken  to  be  an  advance 
within  the  meaning  of  this  Act :  and  an  ag^ent  in  possession  as 
aforesaid  of  such  goods  or  documents,  shall  be  taken  for  the 
purpcses  of  this  Act  to  have  been  intrusted  therewith  by  tke 
owner  thereof,  uniesi  the  contraiy  can  be  shewn  in  evidence  " 

By  6  Geo.  4  (1B25),  c.  94,  8.  3,  it  is  enacted — "In  case  any 
person  or  personSj  body  or  bodies  politic  or  corporate,  shall  accept 
and  take  any  such  goods,  wai*ea,  or  inerchandisc,  in  deposit  or 
pledge  tmm  any  such  person  or  pei^sonn  so  in  possession  and  in 
trust  as  aforesaid,  without  notice  as  aforesaid,  as  a  security  for 
any  debt  or  demand  due  and  owing  from  such  person  or  persons 
80  intrusted  and  in  po.«.^&sion  aa  aforesaid,  to  such  person  or 
persons,  body  or  bodies  politic  and  corpomte,  before  the  time  of 
such  deposit  or  pledge,  then  and  in  that  case  such  person  or 
persons,  body  or  bodies  politic  or  corporate,  so  accepting  or 
taking  sneh  goods,  wares,  or  merchaudise  in  deposit  or  pledge, 
shall  acquire  no  further  or  other  n^ht,  title  or  interest  in  or  upon, 
or  to  the  said  goods,  wares,  or  merchandise,  or  any  such  document 
as  aforesaid,  than  was  possessed,  or  oould  or  might  have  been 
enforced  by  the  said  person  or  persons  so  possesse^l  and  intrusted 
as  aforesaid,  at  the  time  of  such  deposit  or  pledge  iis  a  sccfirity  as 
last  aforesaid  :  but  such  person  or  persons,  body  or  bodies  politic 
or  corpomte,  so  accepting  or  taking  such  good^,  wares,  or  mer- 
cJiandise  in  deposit  or  pktlge,  shall  and  may  acquire,  possess  and 
enforce,  such  right,  title  or  interest  as  was  possessed  and  might 
have  been  enforced  by  such  person  or  persons  so  possessed  and 
intrusted  as  aforesaid  *' 

As  to  what  conHitutes  antecedent  debt,  see-  — 

Jewan  v.  H'kiticorth,  L.  11,,  2  Eq.,  G92.     Macnee  V.  Qortt,  L,  B. 
4Eq,  315 

S.  4. — **  It  shall  bo  law^ful  to  and  for  any  person  or  persons 
body  or  bodies  politic  and  corporate,  to  contract  with  any  ageut 
or  agents  intrusted  witb  any  goo<is,  ware.^,  or  merchandise,  or  to 
whom  the  same  may  be  consigned,  for  the  purcliasc  of  any  such 
goods,  wares,  or  merchantlise,  and  to  receive  the  same  and  pay  for 
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ibe  aune  to  men  agent  or  agents :  and  saeli  oontract  and  pnrnieiit 
fihall  be  bidding  Qpou  and  good  against  tUc  owner  of  aocii  ^oods^ 
wares,  and  merchandise,  notwii!  "  -  rhoH  person  ar  pcrHons, 
body  or  bodies  politic  or  corj  ill  Lave  notice  that  the 

person  or  persons  making  and  entering  into  soeh  contract,  or  on 
whose  behalf  soch  contract  is  made  or  enLi*rcd  iuto,  is  an  agent  or 
agents 

**  Provided  snch  coDtract  and  payment  l)e  made  in  the  osnal 
and  ordinary  coarse  of  business,  and  that  such  person  or  persons, 
body  or  bodies  politic  or  corporate,  shall  not,  when  snc^  contract 
is  entered  into  or  payment  made,  have  notice  that  audi  agent  or 
agents  is  or  are  not  authorised  to  sell  the  said  goods,  wares,  and 
merchandise,  or  to  receive  the  said  purchase  money  ** 

On  this  section  see — 

Bainet  v*  Swainson,  4  B.  ^  Sm..  S70.  FktnU$  ▼.  MomtU^  U  B,, 
8  C.  P.,  268  :  4  a  P„  93.  Cole  v.  North  Western  Bank,  L.  B.,  9  C, 
P.,  470 :  affirmed  in  Ex.  Ch.,  10  C.  P.,  364 

8,  5. — **  It  shall  be  lawful  to  and  for  any  person  or  persona, 
body  or  bodies  politic  or  corpoi-jite,  to  accept  and  take  any  snch 
goods,  wares,  and  merchandise,  or  tMij  snch  document  as  aforefiaid* 
in  deposit  or  pledge  from  any  such  factor  or  factors,  agent  or 
agents,  noLwithstauding  such  person  or  persons,  body  or  IjodieB 
[Kilitic  or  corporate,  shall  have  snch  notice  as  aforesaid  that  the 
person  or  persons  makitig  snch  deposit  or  pledge  is  or  i  'for 
or  faotors,  agent  or  agents  j  but  then  and  in  snch  case  r  ^n 

or  pcraons,  body  or  bodies  politic  or  corporate,  shall  acquire  no 
further  or  other  right,  title  or  interest  in  or  uiK>n  or  to  the  said 
goods,  wares,  or  merchandise,  or  any  such  docmuent  as  aforesaid, 
for  the  delivery  thereof,  than  was  possessed  or  could  or  miglit  have 
iMHiu  ctiforcod  by  the  said  factor  or  factors,  agent  or  agents,  at  the 
time  of  fiuch  deposit  or  pledge  as  a  security  as  hist  aforesaid :  bnt 
such  person  or  persons,  body  or  bodies  politic  or  cor|K>ratc,  shall 
and  may  acijuire,  possess  and  enforce  such  right,  title  or  interest, 
OS  was  [loaaessed  and  might  have  been  enforced  by  such  factor  w 
factors,  agent  or  agents,  at  the  time  of  such  deposit  or  pledge,  ai 
aforesaid 

On  this  section  sec— 

ttlamhj  ¥.  AUati,  Duni.  ^  1^1..  23,  FUtehtr  f.  licnlh,  7  B.  A  O . 
S17.    Thnmon  V.  Farmtr,  I  Moo.  4^  Ma.,  4S 
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B.    1.    These  Statutes  are  limited  to  mercantile  transaetioiLB 
Wood  V,  Rotediffe,  6  Hare,  183.    Monk  v.  Whittenbur^,  3  B.  A 
Ad.,  484.     Lamb  v.  Attenborourfh,  1  B,  &  Sm.,  831.     Jenkynn  v. 
Uibome,  8  Scott.,  N.  K..  505.     Van  Catted  v.  Booker,  2  Exdi.,  tiUl 

See  also — 

Oohind  Chunder  Sein  v,  Hyan,  9  Moo.  Ind.  Ap.,  liO,    BhepparS 
V.  Union  Dank  of  London^  7  H.  A  N.,  6<Jl 

2.  Dock  Warrants  arc  assig^iiublc  instrnmenU,  aud  being  duly 
indorsed  and  delivered,  the  propeity  in  the  goods  tiiey  represant 
pasBes  by  the  delivery  of  tbc  instrument,  so  as  to  empower  the 
holder  to  take  possession  of  the  goods.  And  if  the  Assignor 
becomes  bankrupt  his  assignees  have  no  title  to  the  goods 

Zwingtr  v.  Samuda,  1  Moor,  13.     Lucaa  y,  Dfrrrifii,  1  Moor,  2^ 
Spear  v.  Trovers,  i  Camp.,  251 

8,  A  broker  gave  a  banker  a  letter  of  hypothecation  of  goods, 
promising  to  lodge  the  warmnts  fur  them  no.\t  day.  Having 
failed  to  do  so  after  repeated  applications,  the  banker  obtained  the 
keys  of  the  warehouse  and  took  pos.*?''ssiou  of  the  goods.  Bacon, 
V,  C„  held  that  the  banker  bad  acquired^  gmd  title  to  the  goods 
under  the  FactoiV  Act,  5  &  6  Vict.  (1842),  c.  39,  s.  4 

Ex  parte  North  Western  Bank,  re  Slee^  42  L.  J.,  Bank,  6 

4.  Bills  of  Lading  made  ont  to  the  order  of  the  shipper  or 
.IXmsignee  are  instruments  assignable  by  indoi^ement  and  delivery, 
BO  as  to  transfer  the  property  in  the  goods  to  a  bond  fide  indorsee 
for  value,  in  the  absence  of  any  notice  of  fraud,  insolvency,  or 
want  of  title  in  the  indorser 

If  the  consignee  or  vendee  becomes  insolvent,  the  unpaid  vendor 
or  consignor  may  stop  the  goods  in  Irannfu  before  they  have  been 
delivered  to  the  vendee,  consignee,  or  his  agent 

But  if  the  consignee  or  vendee  has  assigned  the  Bi!i  of  Lading 
for  valuable  consideration  to  an  indorsee,  Avbo  has  no  notice  of  his 
fraud  or  insolvency,  sncli  an  ind^jmement  and  delivery  will  defeat 
the  unpaid  vendor's  right  of  stoppage  in  tratmiu 

ELickbarrow  v.  Majion,  2  T.  B.,  GB.     Smith's  L.  C,  vol.  I.,  p.  756. 
Cuminff  v.  Bri'tvn,  9  Enat.,  506.     Gnntey  v.  Behrend,  3  El.  A  Bl., 
I  C22.     The  Marie  Joteph,  L.  K.»  1  P.  C,  219.     The  Argentina,  L.  B., 

I  I  Ad.  &  Ec,  370.   nadfier  t.  T/tc  Comptoir  d'Encompte  dc  Paris,  L, 

R.,  2  r.  a,  393.     Gitbert  v.  Guujnon,  L.  B.,  8  Oh.,  Ap.  16 
6.    The  forbearance  or  release  of  an  antecedent  debt  is  not  a 
good  consideration  for  an  engtigement  to  indoi^  Bills  of  Lading 
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vthxch  had  not  yet  come  ioto  the  consignee^a  handa,  so  as  to  defeat 
the  uopiud  vendors  right  of  stoppage  in  transitu 

Rodger  v.  The  Comptoir  d*Etcontptt  de  Paris,  L.  R.,  3  P.  C,  898 

6.  A  Bill  of  Lading  in  which  the  words  "or  order  or  assigns** 
are  oiuittcd  is  not  an  assignable  instrument.  [Bat  this  is  cared 
now  by  the  Supreme  Court  of  Judicature  Act] 

But  wlieru  the  cousi^uee  of  a  Bill  of  Lading  without  the  words 
"or  order  or  as-iigus  "  htid  actually  received  the  goods  and  had 
assigned  them  over  to  a  Bank  for  valuable  consideration,  who  tlius 
united  in  themgelves  the  legal  and  equitable  title  to  the  goods,  the 
oniissioii  of  the  words  **  or  order  or  assigns  "  is  not  sullicient  Uy 
give  the  iridorscea  constructive  notice  of  some  equitable  arrani^e- 
meut  between  the  cousiguor  and  the  assignee 

Henderson  v.  The  Comptoir  d'E*compte  de  Paris^li.  B.,  5  P.  €.,  2S3 

7.  When  a  Bank  had  discoimted  Bills  of  Exchange  to  a  Urge 
amount  on  the  express  agreement  that  they  should  he  accompanied 
hy  shijipiQg  docnraents,  which  the  sellers  failed  to  give  ;  and, 
being  pressed  by  the  Bank,  indorsed  another  Bill  of  Lading  in 
fluhstituiion  of  the  documents  first  promised,  it  was  held  to  be 
indoi-sotl  for  valuable  consideration,  and  to  defeat  the  oonaignor^s 
right  of  fitopi>age  in  transitu 

The  Chartered  Dank  of  India,  Auttralia,  and  China  ▼,  EeniUncn, 
L.  Rm  6  P.  C„  501 

8.  A  pei-son  to  whom  an  indorsed  Bill  of  Lading  was  sent  bj 
mistake  by  the  consignor  cannot  assign  it  so  as  to  defeat  bonafid$ 
assiguecH  of  others  of  the  same  set  of  Bdls  of  Lading  for  value 

Gilbert  V,  Quijjmn^  L,  B.,  8  Ch.  p.,  16.   Schmtery,  MacKeUar^ 
7  E.  dr  B..  701 

9.  If  tliG  indorsee  knew  that  the  consignee  was  in  ioBoIrent 
oircum.sianc<\s,  and  had  nut  paid  for  the  goods  ;  and  that  no  biU 
had  been  given  for  Lhem,  or  that  one  having  been  aooepted,  it  was 
not  likely  to  be  paid,  the  assigmuent  is  void  agMnst  the  unpaid 
vendor 

Cuminp  v.  Drown,  0  Eaai.,  506 

10.  Formerly  the  indoi-aemeot  and  delivery  of  »  Bill  of  Lading 
was  auflitrierit  to  transfer  the  property  in  the  good*,  but  it  did  ooi 
tninsfor  the  contract  to  the  assignee.  But  the  18  St  19  Vict* 
(1855),  0,  lll.cnacU— 

8. 1.—**  Every  consignee  of  goods  named  in  a  Bill  of  Ladhig^ 
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and  every  indorsee  of  a  Bill  of  Lading  to  whom  ih$  property  in 
the  g&ods  ihemn  mmtioned  shaU  pass,  upon  or  btf  reason  of  such 
ronsifjnimnt  or  indorsemmt,  shall  liave  traiisfeiTcd  to  and  veaU-d  in 
him  all  rii^hts  of  suit,  and  l»C5  stihject  to  the  siune  liiibilities  ia 
respect  of  Buch  goods,  as  if  Uie  contract  contained  in  the  Bill  of 
Lading  Lad  been  made  with  himself** 

Sh&rt  V.  Simpiow,  L.  D.,  I  C.  P.,  248.  The  St.  Cloud,  Br.  &  Lush^ 
Ad.  0,  4.  Dracachi  v.  The  Awfjlo-Eyyptian  Baixk^  L.  K,,  3  C, 
P..  100.  Th€  Freedom,  L.  R,,  3  P.  C,  5Ui.  Fox  v.  Nott,  6  H.  & 
N.,  630, 

n ,    A  nude  iissiguee  of  the  Bill  of  Ladtnj^  cannot  sue  in  a  Court 
of  Common  Law  uuder  tlie  Statute  18  &  ID  Vict.  (IHtiri),  c.  Ill, 
nor  in  the  Admiralty  Conit,  under  the  Stat.  2^  Vict.  (1861),  c.  12 
The  St.  Cloud,  Br.  &  Lush.,  Ad.  Ca.,  A, 

8.  2.— "Nothing  hcn^in  contained  shall  prejudice  or  affect  any 
right  of  stoppage  in  trajisitu,  or  any  right  to  claim  freight  against 
the  original  shipper  or  owner,  or  amy  liability  of  the  consig:nee  or 
indorsee  by  reason  or  in  consequence  of  liis  being  such  consignee 
or  inilorsec,  or  of  his  receipt  of  the  goods  by  reason,  or  in  conse- 
qaence  of,  such  consignment  or  indorsement " 

S.  8. — "Every  Bill  of  Lading  in  the  hands  of  a  consignee  or 
indorsee  for  valuable  consideration,  representing  goods  to  have 
been  shipped  on  board  a  vessel,  shall  be  conclusive  evidence  of 
such  shipment  as  against  the  master  or  other  pei'son  signing  the 
same,  notwithstanding  that  such  goods,  or  some  part  thereof,  may 
not  have  been  so  shipped,  imless  such  holder  of  the  Bill  of  Lading 
shall  have  had  i^ctual  nuticf  at  tlie  time  of  receiviog  the  same 
that  the  goods  bad  not  been  in  fact  laden  on  board 

'*  Provided  that  the  master  or  other  person  so  signing  may 
exonerate  himself  in  respect  of  such  misrepresentation  by  shewing 
that  it  was  caused  witliout  any  default  on  his  part,  and  wholiy  by 
the  fraud  of  the  shipjvcr,  or  the  holder,  or  some  person  under 
whom  the  owner  claims" 

Where  goods  are  at  sea  the  parting  with  the  Bill  of  Lading 
which  is  the  symbol  of  the  goods,  is  parting  with  the  ownership 
of  the  gouda  themselves  :  and  this  principle  applies  to  ^oods 
which  for  the  convenience  of  the  parties  have  been  landed  at  a 
Butterance  wharf.  (U  &  12  Vict.  [1818],  c.  xviii.,  and  26  and 
26  Vict.  [;ib(J2],  c.  63,  8.  670 


472 


THEORY  AND  PRACTICE  OF  BANKING 


The  Bill  of  Lading  is  a  living  instmmtnt  so  long  em 
engaffcment  of  tlie  shipoTVTier  liia  not  been  completely  fiiltillcA* 
and  tlie  transfer  of  it  for  valoe  pa^es  tlie  al>solute  property  in  tlie 
lifoDds.  And  it  has  not  lx?en  fnltilled  so  long  as  tbe  goods,  though 
landed  \\i  a  wharf,  are  snbject  to  a  stop  order 

Tlie  person  who  fii-st  gets  the  Bill  of  Lading  (though  only  one 
of  a  set  of  three)  gets  the  property  in  tlio  goods  it  repRv^onts  :  be 
aeed  not  do  any  act  to  assert  his  title — which  the  transfer  of  the 
Bill  of  Lading  itself  renders  complete:  and  any  subsequent 
dealings  with  the  others  are  sid>ordinatc  to  tbe  rights  pas%d  by 
tbiti  one 

Mycvftein  V.  Hiirbfr,  L.  R.,  2  C,  P.,  38 ;  661,    4  H,  L.,  317, 

12.  If  Bills  of  Exchange  arc  sent  to  l)e  aeceptt.'d  and  a  Bill  of 
Lading  along  with  them  to  protect  the  Bills  of  Exchange,  if  the 
consii^^nee  refnses  acceptance  of  the  Bills  of  Exchange  he  cannot 
retain  tbe  Bill  of  Lading 

A  Bill  of  Lading  retained  in  such  a  manner  conveys  no  pro- 
perty in  the  goods  to  an  assignee  of  the  Bill 

Shepherd  V.  Harnwn,  L.  E.,  4  Q.  B,,  106;  493,    5  H.  L.,  116. 

Factm-s*  Acts  Amendment  Ad,  Stat,  \^11^  c.  89 

10.  Whereus  donbt«i  liave  arisen  with  respect  to  the  trtif 
moaning  of  certain  provisions  of  the  Factors^  Acts,  and  ft  is  ex- 
pedient to  remove  such  doubts  and  otlierwise  to  auK-nd  tbe  Raid 
Acts,  for  tlie  bettor  scctiritj  of  persons  buying  or  making  advances 
on  goods,  or  documents  of  title  to  goods,  in  the  nsual  and  ordinary 
course  of  (ncrcuntile  business: 

Be  it  enacted  by  tbe  Queen's  naost  Excellent  Majesty,  by  and 
with  the  advice  and  consent  of  the  Lords  Spiritual  and  Tempoml, 
and  Commons,  in  the  present  Parliament  assembled,  and  by  the 
antboiity  of  the  same,  m  f4ill(»vvs : 

1.  In  this  Act,  the  expression  "the  principal  AcU"  mo«u» 
the  following  Act8 :  that  is  to  8ay, 

The  Act  of  the  4th  Geo.  IV.  (Ift23),  e,  8S 
The  Act  of  tbe  Gth  Geo.  IV.  (1825),  c.  01 
The  Act  of  tbe  5tb  and  Cth  of  Her  Majesty  (1842).  c.  89 

And  the  said  Acts  and  this  Act  may  be  cited  for  all  parpoeci 
as  tbe  *•  Factors'  Acts,  1823  lo  1877  ** 
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2.  Where  any  agent  or  i^rson  has  been  entrusted  with  and 
continues  in  the  possession  of  any  goods,  or  documents  of  title  to 
gfM>ds»  Willi  in  the  nie^inint!:  of  the  principal  Acts  as  nmende<l  by 
this  Act.  any  revwation  of  hie  etitrnstmcnt  or  agency  shall  not 
prejudice  or  affect  the  title  or  rights  t<f  any  otlier  person  who, 
without  notice  of  eucli  revocation,  purchases  such  goods  or 
documents 

S.  Where  any  goods  have  been  sold,  and  the  vendor  or  any 
peiTson  on  his  behalf  continues  or  is  in  pwjssession  of  tlie  documents 
of  title  thereto,  any  sale,  pledge,  or  other  disix>Bition  of  the  goods 
or  documents  made  by  such  vendor  or  auy  person  or  agent  enti'usted 
by  the  vendor  with  the  goods  or  documents  wiibin  the  meaning  of 
the  priucipa!  Acts  as  amended  by  this  Act  so  continuing  or  being 
in  possession,  shall  be  as  valid  and  effectual  as  if  such  vendor  or 
pei*son  were  an  agent  or  person  entrusted  by  the  vendee  with  tbo 
goodii  or  documents  within  the  meaning  of  the  principal  Acts  as 
amended  by  this  Act,  provided  the  person  to  whom  the  aile,  pledge 
or  other  disposition  is  made  has  not  notice  that  the  goods  have 
been  previously  sold 

4.  Wliere  any  goods  have  been  sold  or  contiucted  to  be  sold, 
and  the  vendee  or  any  [x-rson  on  his  behalf,  obtains  the  possession 
of  the  documents  of  title  thereto  frum  the  vendor  or  his  agents, 
any  sale,  pledge,  or  dif^position  of  such  goods  or  documents  by  such 
vendee  so  in  possession  or  by  any  other  person  or  agent  entrusted 
by  the  vendee  with  the  documents  within  the  'raeaning  of  the 
principal  Act  as  amended  by  this  Act  shall  l>e  as  valid  and  effectual 
as  if  floch  vendee  or  other  i)er8on  were  an  agent  or  person  entrusted 
by  the  vendor  with  the  dociunents  within  the  meaning  of  the 
princiiial  Act  as  amended  by  this  Act,  provided  the  person  to 
whom  the  sale,  pledge,  or  other  disjwsition  is  made  li^is  not  notice 
of  any  lieu  or  other  right  of  the  vendor  in  respect  of  tlje  goods 

5.  Where  any  document  of  title  to  goods  has  been  lawfully 
indersed  or  otherwise  tmusferred  to  any  pei-son  as  a  vendee  or 
owner  of  the  goods,  and  such  pei-sou  transfers  sach  document  by 
indorseuieut  (or  by  delivery  where  tlie  document  is  by  custom,  or 
by  its  express  terms  transferable  by  delivery,  or  makes  the  goods 

»livenible  to  the  bearer)  to  a  pemon  who  takes  the  same  bond 
and  for  valuable  consideration,  the   last-mentioned  transfer 
sliall  have  the  same  effect  for  defeating  any  vendor^s  lien  or  right 
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of  stoppagie  in  Inntihi  m  the  transfer  nl  a  biU  of  lading  liaA  for 
defeating  tbe  right  of  stoppa^  in  iranmiu 

C,    This  Act  shall  applj  unLj  to  acta  dooe  aad  rigUts  a43qnLred 
after  the  piaaiitg  of  thb  Act 


0/7  Bills  (ff  Lading 

11.  Th<5  case  of  Bills  of  Ladmg  is  anotlier  unfortunate  in- 
Btanoe  of  a  conflict  betireen  the  Coorta  of  Law  and  the  mercantile 
commnnlty,  arising  from  the  dogma  which  Lord  Keoyon  impeded 
on  the  Jiulges  that  choms-iri-atitm  are  not  trangferable  hj  the 
Common  Law  of  England,  so  &g  to  allow  the  traa^feree  to  sne  the 
obligor  in  his  own  nftme.  And  in  this  case  it  was  an  entirely 
erroneous  application  of  that  dogma 

Bver  iince  Bilk  of  Lading  had  come  before  the  Conrts  the 
Judged  bad  acknowledged  that  a  Bill  of  Ladings  made  tran^fenible 
by  the  shipmaster,  waa  sufficient  to  transfer  and  vest  the  property 
in  the  goods  in  the  consignee,  or  indorsee.  But  by  nn  incom- 
prehensible dishnetion  it  was  held  that  though  the  Bill  of  Lading 
vested  the  legal  property  of  the  goods  iu  the  indorsee,  yet  that  it 
did  not  transfer  the  contrifcct  to  deliver  them  ;  and  theixf-^re  that 
the  indorsee  of  the  Bill  of  Lading  could  not  sue  the  shipmaster  ia 
his  own  name,  but  must  sue  in  the  name  of  the  cons^ignor 

This  dogma  ha\  ing  been  incidentally  asserted  in  several  cases, 
was  formally  decided  in  tlie  case  of  Thompson  v.  Dominy  {W 
M.  &  W.,  403) 

In  this  case  the  indorsee  of  a  tniusferable  BiU  of  Lading  sued 
the  owner  of  the  ship  in  his  own  name 

Fnrke,  B.  (iifierwards  Lord  Wensleydale)  admitted  that  the 
Bill  of  Ltuliitg  was  tmnsferable  from  hnnd  to  hand  ;  and  it  |)asaed 
the  prufK'rty  iw  the  goods  mentioned  in  it ;  but  he  never  heard  of 
an  action  lK^ing  brought  oo  it,  and  thought  such  an  action  quite 
nntcnuble.  By  the  law  of  England  a  chose-in-adion  is  not  trans* 
ferable:   by  the  cnstc»m  of  merchants  it  is  tran-^      '  •> 

instance,  that  of  a  Bill  of  Exchange  :  but  there  b  i  o 

shew  that  a  Bill  uf  Lading  is  tmnsferable  under  such  a  GQHtQiiiySo 
as  to  enable  a  party  to  bring  an  action  ti|x)n  it 

It  is  remarkable  that  this  decision  was  in  flat  oontradiotion  to 
dwided  in  the  ^me  Court  only  a  few  months  preriooBlT 
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In  Franklin  v.  NmU  (13  M.  iS:  W.,  481)  a  pci'son  hnd  pawned 
A  watcb  na  gccurity  for  a  loan.  He  then  sold  the  watch  to  another 
person.  The  transferee  sned  the  pawnbroker  for  the  watch  on 
paying  off  the  loan  and  char>,'es.  The  pawnbroker  refused  to 
deliver  the  watch  to  any  person  but  the  original  owner ;  because  a 
chose-in'Octwn  was  not  transferable 

Bat  the  Court  unanimously  held  that  the  transferee  had  ac- 
quired the  legal  property  in  the  watch,  and  hud  the  right  to  aue 
for  it  in  his  own  name,  a=5  he  had  acquii'ed  the  same  rights  as  the 
original  imwnor 

It  wonld  l>e  impossible  to  imagine  two  cases  in  which  the 
decisions  were  in  more  flagrant  contradiction  than  those  of  Thomp* 
son  V.  Dominy  and  Franklin  y.  Neate 

It  is  perfectly  evident  that  the  transferees  in  both  cases  were 
exactly  in  the  same  position.  By  the  acknowledgement  of  the 
Court,  they  had  in  each  case  acquired  the  legal  property  in  the 
goods :  yet  in  one  case  the  Court  held  that  he  had  the  right  to 
sue,  and  in  the  other  that  he  had  not.  In  the  case  in  which  Uie 
bailee  had  not  consented  to  return  the  watch  to  any  one  but  the 
original  pawnor,  the  Court  held  that  the  transferee  might  sue  :  in 
the  case  where  the  bailee  had  expressly  consented  to  deliver  the 
goods  to  any  assignee,  the  Court  held  that  the  indorsee  had  no 
right  to  sue  I 

In  this  case  the  Court  lost  sight  of  the  fundamental  diBtinction 
between  a  Bill  of  Lading  and  a  Bill  of  Exchange.  A  Bill  of 
Lading  is  a  title  to  certain  sjtccific  goods,  and  the  indorsee  of  the 
Bill  acquires  the  legal  property  in  these  specific  goods :  and  who 
but  the  legal  owner  of  the  goods  can  have  the  right  to  sue  ?  The 
shipraaster  and  the  pawnbroker  were  merely  bailees  of  the  goods. 
But  a  Bill  of  Exchange  is  nat  a  title  to  any  specific  money :  il  is 
a  luea*  right  of  action  against  a  person  to  pay  a  sura  of  money ; 
and  the  Bill  can  transfer  nothing  but  the  right  of  action.  A  Bill 
of  Lading  is  not  a  chose-in-a^tion :  it  is  a  chose  in  jwasession. 
Even,  tlierefore,  if  the  dogma  that  no  chofi^R-m-artion  except  Bills 
of  Exchange  were  traiigJenible  by  the  law  of  England,  it  did  nob 
apply  to  the  case  of  Bills  of  Lading 

The  dogma  of  the  Courts  being  thus  in  hopeless  conflict  with 
the  interest  of  the  mercantile  community,  had  to  be  remedied  by 
Act  of  Parliament,  as  in  the  case  of  Promissoiy  Notes 
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BUU  ef  Lading  Amndmml  Atl^  StaL  1855,  e.  111 

12.  WheiQM  bj  Ike  cua/Umi  id  merchants  a  BUI  of  LadtDg  nf 
goods  being  tnosfenble  bfindmsement  the  prof>erty  ia  the  goixls) 
BHij  thereby  p«s;  to  the  indonee,  hot  nevertbeless  all  rights  in 
nipeot  of  thi*  oontract  ooatained  in  the  Bill  of  Lading  coatinuo 
in  the  onginal  shipper  or  owiier,  and  it  is  expedient  tbikt  such 
rigiits  should  pasi  with  the  property  :  And  whereas  it  ■  ly 

happens  that  the  goods  in  respect  of  which  Bills  of  L 
port  to  be  signed  have  not  been  laden  on  board,  and  it  is  proper 
that  sach  Bills  of  Lading  in  the  hands  of  a  bond  fide  holder  for 
valne  should  not  be  questioned  hj  the  Master  or  other  person 
sii^uing  the  sirne  on  the  gronnd  of  the  g<xds  not  having  been 
laden  as  aforesaid :  Be  it  therefore  enacted  by  the  Queen's  meet 
Excellent  Majesty,  by  and  with  the  advice  and  consent  of  the 
Lords  Spiritual  and  TemjKiral,  and  Commons,  in  this  present 
Parliament  assembled^  and  by  the  Authority  of  the  narne^  ai 
follows : 

L  Every  Consignee  of  Goods  named  in  a  Bill  of  Ladings 
and  every  indorsee  of  a  Bill  of  Lading  to  whom  the  Property  in 
the  Goods  therein  mentioned  shall  pass,  upon  or  by  reason  of  such 
consignment  or  indorsement,  shall  have  transferred  to  and  vested 
in  him  all  rights  of  suit,  and  be  snbject  to  the  same  liabilities  in 
respect  of  sach  goods  as  if  the  contract  contained  in  the  Bill  of 
Lading  had  bc^'U  made  with  himself 

IL  Nothing  herein  contained  shall  prejudice  or  affect  any 
Bight  of  Stoppage  in  transitu,  or  any  Eight  to  claim  freight 
against  the  original  shipper  or  owner,  or  any  Liability  of  the 
consignee  or  indorsee,  by  reason  or  in  consequence  of  his  being 
such  consignee  or  indoisce,  or  of  his  receipt  of  the  goods  by 
reason  or  in  consequence  of  such  consignment  or  indorsement 

II L  Every  Bill  of  Lading  in  the  hands  of  a  consigQeeor 
indonsee  for  valuable  consideration  representing  goods  to  havie 
l>een  shipfjed  on  board  a  vessel  shall  be  conclu«ive  evidence  of 
such  shipment  or  against  the  nuisti^r  or  other  ]H:r8on  signing  thd 
iomc,  notwitltstiinding  that  snch  goods  or  some  fiart  thereof  wmj 
not  have  been  so  shipped,  unless  such  holder  of  the  Bill  of  Liidttig 
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shall  have  had  actaal  notice  at  the  time  of  reoeiving  the  same 
that  the  goods  had  not  been  in  fact  laden  on  board :  Provided 
that  the  master  or  other  pei-son  so  signing  may  exonerate  himself 
in  respect  of  such  misrepresentation  bj  showing  that  it  was 
cansed  without  any  defanlt  on  his  part,  and  wholly  by  the  fraud 
of  the  shipper,  or  of  t!ie  holder,  or  some  person  under  whom  the 
Holder  claims 
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CHAPTER    XX 


ON    TOE    LAW    OF    CREDIT,    BILLS    AND    NOTES 


Preliminarif  Remarks 


It  has  already  been  stated  in  a  former  part  of  this  work,  thul 
the  uutlior  was  selected  by  the  Law  Digest  Cominisstoners  to 
prepare  the  National  Digest  of  the  Law  of  Credit,  Bills  aud  Notca 
for  the  guidance  of  the  Courts  of  Lav\%  id  coutempltalou  of  tho 
fusion  of  Law  and  Equity  which  waa  afterwards  effected  by  tho 
Supreme  Court  of  Judicature  Act 

.As  all  the  Courts  were  henceforth  to  administer  both  Law  and 
Equity,  it  was  necessary  to  combine  both  the  rules  of  Law  and 
Ef|uity  relating  to  Credit,  Bills  and  Notes 

Most  of  the  asual  treatises  on  Bills  of  Excliange  are  merely 
collections  of  Common  Law  cas<^  relating  to  them,  and  they  take 
very  slight  notice  of  the  cases  in  Eiiuity.  But  the  nnmber  of 
cases  in  Equity  is  very  little,  if  at  all,  less  than  those  in  Conunon 
Law.  Moreover,  the  rules  of  Equity  relating  to  Credit  oontiiet  in 
several  important  points  with  the  rules  of  Common  Law  :  and  tho 
Act  provides  that  in  all  cases  where  the  rules  of  Equity  wmflict 
with  those  of  Common  Law,  the  rules  of  Ecjuity  shall  pix'vail 

The  author's  Dij^^cst  was  therefore  a  complete  exposition  of  the 
principles  both  of  Law  aud  Equity  relating  to  Crt^dit,  Bills  and 
Notes.  But  the  commissioners  discontinued  the  wurk,  so  that  it 
was  never  published  officially :  but  the  author  included  several 
Important  portions  of  it  in  the  third  edition  of  this  work 

Since  then  the  Bills  of  Exchange  Act  of  1882  has  beenpaaBed. 
which  is  entitled  "  An  Act  to  Codify  the  Iakw  relating  to  Bills  of 
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Exclmnge."  It  raij^ht  p?rhaps  be  supposed  from  the  title  that  it 
was  a  ccxiification  of  the  trhofe  Law  relating  to  Bills  and  Notes. 
But  such  an  idea  is  an  entire  delusion.  Omitting  wholly  obsolete 
cases  which  may  have  been  rerei^d,  and  are  otherwise  useless,  it 
jimy  be  e-stimated  that  there  are  at  least  8,0(i0  Ciisea  in  Law  and 
Kqnity  which  ouglit  to  bo  included  in  any  Act  which  has  any 
pretensions  to  be  called  a  code  of  **  the  Law*  '*  on  the  subject 

The  Bill  upon  which  the  Act  was  founded  contained  refea*ncea 
to  exactly  106  eases;  and  though  perhaps  some  of  these  mij^ht  be 
considered  as  representative  eases,  yet  it  is  a  raatt^^r  of  certainty 
thit  it  does  not  contain  one-tenth  part  of  the  whole  Law 

Nor  does  it  contain  any  exposition  of  scientific  principles ;  and 
only  a  very  few  references  to  cases  in  Equity^  Li  fact  it  is  nothing 
more  than  a  series  of  dogmatic  rules  on  a  very  omall  part  of  the 
Rubject»  and  is  perfectly  inadequate  as  a  practical  code 

It  would  Ix!  utterly  imi)ORsible  to  give  a  c  >niplete  code  of  the 
Law  of  Bills  and  Notes  in  this  work,  as  it  would  refpiire  a  treutitie 
considerably  larger  than  the  work  itself 

The  line  we  have  endeavoured  to  draw  is  this :  There  are 
certain  legal  doctrines  and  cases  which  are  absolutely  indispensable 
for  a  banker  to  be  familiar  with  in  bis  daily  business,  any  one  of 
which  may  occur  in  practice  at  any  instant.  There  are  other 
doctrines  and  cases  which  are  ouly  necessary  to  be  known»  when 
the  banker  is  uuhairpily  dniwn  into  legal  proceedings  ;  in  iheKa 
cases  he  will  be  in  the  handti  of,  and  be  guided  by,  Lis  solicitot 
and  counsel 

We  have  enileavoured  to  ^ive  a  sclectiou  of  those  doctrine* 
and  cases  only  which  are  comprised  under  the  fanner  of  these 
divisions 

In  endeavonring  however  to  draw  this  line,  we  are  sure  that 
every  one  convei-sant  with  tUe  subject  must  be  aware  of  tha 
dirticulty  of  S'lccLing  out  of  the  great  mass  of  c.ises  and  decisiuns, 
those  only  which  are  fumlamental,  and  passing  over  those  which 
are  only  of  secondary  importance 

In  the  present  thHi>ter  the  results  of  our  own  work  on  the 
Digest  and  the  Bills  of  Exchange  Act,  LS82,  are  incorporated. 
Those  clauses  which  are  taken  from  the  Act  are  distinguished 
by  an  asterisk 
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Bsfinitious  and  Qeneral  Prinoiples 

On  the  Origm  and  Nature  of  Credit  or  Debt 

1.  1.  When  one  person  "bon-ows"  moQey,  or  buys  gorx-b 
from  anoLlier  '*  on  credit "  an  Obligation,  or  Contract^  is  created 
between  tlKJse  two  ))ersons,  rcmsisting  of  two  part-s — 

(a)  A  Hight  to  Bern  and  payment  is  created  in  the 

person  of  Lbo  lender  or  seller 
(&)  A  Duty  to  pay  is  created  in  the  person  of  the 

bon'ower  or  buyer 

2.  The  lender  or  seller's  Jkight  to  Demand  payment  is  termed  a 
Credit :  and  the  borrower's  or  buyer's  Duttj  (o  pai^  is  termed  a 
Debt 

8.  But  in  law  and  common  usage  the  Right  to  demand  pay- 
ment is  also  called  a  Debt 

4.  The  word  Debt  is,  therefore,  used  indiscriminately  to  mean 
the  Riffht  to  demand  as  well  as  the  Duty  to  jkuj:  and  it  ma«t 
always  Ijc  observed  from  the  context  of  the  passage  in  which  sense 
it  is  used 

5.  Hence  Credit  or  Debt  in  Legal,  Commercial,  and  Eco- 
nomical language,  nieaus  a  Right  of  Action  against  a  person  for  a 
stmi  of  money 

6.  Such  a  Rightj  Credit,  or  Debt  is  a  Chcse-tn-aclan^  and  is 
included  under  the  term  Goods  and  Chattels 

Blieppiird.  A  ffmnd  AbTidipiunt  o/  th«  Commtm  and  Statuu  Law 
ofEmjhmd,  1076.  j).  a2S>.  -FVd  «t  .Sf/teliaw'#  Com,  12  Co.  Kcp.,  t, 
Rtjnl  V.  liotcle*^  1  Vea.,  sen.,  348.  Stephen's  Blackstoue^VoL  I-,  di.  5 

7.  A  creation  or  decljinition  of  trnst  of  a  Debt,  or  Chose-m' 
action^  may  be  made  by  mere  words,  without  writing,  and  when 
once  made  is  iirevocable,  except  by  ecmsent  of  all  jiarties 

iiah  V.  Nah,  10  Mod.,  401.  Fordyce  v.  WmiaiM,  3  Bro.,  a  C„ 
677t  AnUni  v,  Rownty,  />  Esp.,  255.  DayUy  v.  UoiilcaU^  4  Rqw., 
845.  Benbow  v.  Toktmcnd,  1  My.  A'  K.,  G06.  Crahb  v.  Crak^^  1 
My.  *  K.,  Cll.  KUpUi  y.  Kifpin,  1  My.  ^  K.,  620.  Hoyd  r* 
Emtnan,  2  A.  A  E.,  im.  TibHU  t.  Qi:orge,  5  A.  <t  C:^  KIT.  l/4«. 
fadiUn  y*  Jenkyn*,  1  H»re,  458.  ilntrkinM  y,  Oardiner,  %  8v^  A 
Oil.,  441.    Peekham  v.  Taylor,  31  Bcav.,  2oO 

8.  The  i>er8on  who  owes  the  money  k  termed  the  Debtor : 
tlio  |>er8on  to  whom  it  is  o)»'cd  is  term.Kl  tlic  Creditor,  and 
aonietimcs  the  Debtee 
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On  the  Transfer  of  a  Credit^  or  Debt 

2.  1»  A  Credit,  Debt,  or  Chose-in-acHon  may  be  transfenx'd 
orally  by  the  Creditor  to  another  person  with  the  constnt  of  the 
Debtor :  a  trust  is  then  created  in  the  person  of  the  Debtor,  and 
the  transferee  may  ene  liim  in  bis  own  name 

Bracton,  Lib,  uL»  o.  2.,  s.  13.  Tailock  v.  Harru,  3  T.  R.,  174. 
Fairlie  v.  Daiion,  8  B.  A  C.  305 

2.  If  a  debtor  creates  an  Obligation  assignable  or  transferable 
to  bearer,  such  an  Obligation  may  he  sold  or  tmnsferred  ;  whether 
it  is  rn  the  form  of  a  simple  Contract  or  a  Deed :  and  the  assignee, 
or  bearer,  may  sue  the  Debtor  in  his  own  name 

Three  PriesW  Case,  Y.  B..  41  Edw.  m.  (1368),  27.  Baker  v. 
Brook,  Dyer,  65,  L  Mauml  ?.  Gregory,  7  Co.  Rep.,  28b.  Gerard 
▼,  Bowden,  Hetl..  80.  Sheldni  v.  llentley,  2  Sbow.,  1601.  llintonU 
Ca*t,  2  Show.,  235.  Brmmcich  v.  Lloyd,  2  Lutw.,  1583.  Williumi 
V.  WilUums,  Caf  th.,  269,  Pc<tr*on  v.  Gurrett,  Comb,,  227.  Lambert 
V.  Oakes,  1  Ld.  Eaym.,  443.  Carter  v.  Palmer,  12  Mod.,  380. 
MilUr  T,  Eace,  I  Burr.,  452.  Grant  v.  Vaughan,  3  Burr.,  1510, 
Keene  t*  Beard,  8  C.  B.,  N.  S,,  372.  Fenntr  v.  Mearet,  2  W.  DL, 
1209.     Goodicin  v.  Bobnrts,  L.  R.,  10  Ex.,  357 

"Any  absoltite  assignment  by  writing  under  the  hand  of  the 
assignor  (not  parporting  to  be  by  way  of  charge  only)  of  any  Debt, 
or  other  legal  Chose-m-acfion,  of  which  express  notice  in  writing 
shall  have  been  given  to  the  Debtor,  Trustee,  or  other  pei'son 
from  whom  the  assignor  would  have  been  entitled  to  receive  or 
claim  such  Debt,  or  Chose-in-atiion,  shall  be,  and  lie  deemed  to  bo 
eftl'cturii  in  law  (subject  to  all  etjmties  which  would  ha?e  been 
entitled  to  priority  over  the  right  of  the  assignee  if  this  Act  had 
not  passed)  to  pass  and  transfer  the  legal  right  to  such  Debt,  or 
Chose-in-actkn,  from  the  date  of  such  notice,  and  all  legal  and 
other  remedies  for  the  same,  and  the  power  to  give  a  good 
discharge  for  the  same,  without  the  concurrence  of  the  assignor 

**  Provided  always  that  if  the  Debtor,  Trustee,  or  other  pei-son 
liable  in  respect  of  such  Debt,  or  Chose-in-aclion,  shall  have  had 
notice  that  such  assignment  is  disputed  by  the  assignor,  or  any 
one  claiming  under  him ;  or  of  any  other  opposing  or  conflicting 
claims  to  such  Debt,  or  Cho^-in^action,  he  shall  be  entitled  if  he 
think  lit,  to  call  upon  the  several  pci-sons  making  claim  thereto, 
to  interplead  conoeming  the  same  ;  or  he  may  if  he  think  fit  pay 
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the  same  into  the  High  Ooort  of  Jastioe,  undo'  and  in  canfomuly 
with  the  provisions  of  the  Acts  for  the  relief  of  trasiees'' 

36  A  37  Vict.  (1873),  ch,  66.  ft.  25,  §  6 
Generallj  in  all  matt<?re  in  which  there  is  any  conBict  or 
variance  between  the  Hales  of  Eqaitj  and  the   Boles  of  fht 
Common  Law  with  reference  to  the  same  maticr,  the  rnles  of 
Equity  shall  prevail 

S6  *  37  Tict.  (1873).  ch.  66,  «.  SS,  {  H 

Definition  of  InstrufjienU  of  Grtdit  or  DM 

Z.  1.  Any  written  record  of  a  fucfc  is  termed  ao  Instru- 
ment. Any  written  evidence  of  a  Debt  is  termed  an  Instru- 
ment  of  Credit  or  of  Debt 

%,  A  written  contract  by  which  one  person  is  bound  to  paj 
(1)  a  certain  sum  of  money  ;  (2)  to  a  certain  person  ;  (S)  at  « 
certain  time ;  is  termed  an  Obligatioiii  or  Security  for 
Money,  or  a  Valuable  Security 

24  &  25  Vict.  (1861),  c  96,  a.  1 

8.  A  written  Order  from  one  person  to  another  who  owi9,  or 
appears  to  owe,  him  money  as  a  Debtor^  dii-ecting  him  to  pay 
abiolutfly  and  at  all  events  (I)  a  certain  sum  of  money  j  (2;  to  a 
certain  peraon  ;  (3)  at  a  certain  time ;  is,  in  modem  laugnage 
termed  a  Bill  of  Excbange,  or,  shortly,  a  Bill 

4.  A  written  Promise  made  by  one  person  to  pay  absolutely 
and  at  all  events  (1)  a  certain  sum  of  money  ;  (2)  to  a  certaiii 
person  ;  (8)  at  a  certain  time ;  is  in  modern  language  termed  a 
Promissory  Note,  or,  shortly,  a  Note 

b.  A  written  Order  addressed  by  one  person  to  anoLhtr,  who 
holds  a  fund  not  as  his  own  property,  but  merely  us  the  Agent, 
Bailee,  Trustee,  or  Servant  nf  ilie  writer,  to  pay  a  sum  of 
money,  is  termed  a  Draft,  or  Order  fur  the  payment  of  money 

Row  V.  Daxoion,  1  Vob.,  sen.,  331 

6.  A  mere  ackoowled^'metit  of  a  debt,  not  containing  any 
promise  to  pay.  is  usually  termcii  an  I  0  U 

7.  A  Bill,  Note,  or  I  0  U  is  always  a  chose^rtx-aciion^  that  is,  it 
eporatcs  as  a  charge,  or  Credit,  aj^^aiust  tlje  person  of  the  Debtor 

8.  A  Draft,  or  Order,  is  always  a  (hose'in'po$»es$ivn,  and  \U 
operatei  os  a  cljun^n%  or  Credit,  apiinst  the  fund 

How  V.  Dawton,  1  Vcs  .  sen.,  831 
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Df/tnilwn  of  Fatties  to  an  Imlrummt  of  Oredit 

4*  1.  In  a  Bill  the  person  who  addresses  the  order  is  termed 
the  Drawer:  the  person  to  whom  he  addi-esses  it  is  termed  the 
Drawee 

2.  If  the  Drawee  consents  to  pay  the  order  he  must  suhscribe 
hi3  name  to  it,  usually  with  the  word  '*  accepted  "  before  it ;  he  is 
thea  termed  the  Acceptor 

3.  In  a  Note  the  per.soii  who  makes  the  promise  is  termed  the 
Maker 

4.  The  pereon  to  whom  a  Bill,  Note,  or  Draft  is  made  payable 
is  termed  the  Payee 

b.  The  Acceptor  of  a  Bill  and  the  llaker  of  a  Note  is  termed 
the  Principal  Debtor  or  Obligor 

6.  Before  the  36  &>  37  Vict.  (1873),  c.  G6,  came  into  effect, 
unless  the  Obligor  of  a  Bill  or  Note  expressly  made  it  payable  to 
the  payee,  or  order,  the  iiistnmient  could  not  be  transferred  so  as 
to  eimble  the  trausferve  to  sue  the  obligor  at  law  in  his  own  name : 
and  such  an  instrument  was  termed  non-Negotiable 

Since  that  Act  came  into  effect  on  Nov.  1,  1875,  this  is  no 
longer  the  case,  and  any  instrument  of  Credit  or  Debt  may  now 
be  transferred  so  that  the  trauslla'ee  may  sue  the  Obligor  in  bis 
own  name 

7.  If,  however,  the  instrument  is  made  payable  to  the  payee 
"  or  order,**  it  cannot  be  trauBferrcd  without  the  payee's  order ; 
this  the  payee  does  by  writing  his  name  on  it,  usually  on  the  I>ack 
of  it ;  hence,  this  aignatui'e  is  termed  the  Indorsement.  The 
payee  is  then  termed  the  Indorser,  and  the  pereon  to  whom  he 
delivers  it  is  termed  the  Indorsee 

8.  The  person  who  has  the  hiwful  possession  of  the  instrument, 
cither  actual  or  constructive,  and  is  entitled  to  anc  the  parties  to 
it,  is  termed  the  Holder 

D**fiaUion  of  Terms  relating  to  the  Instrument 

5.  1.  To  '*Draw,"  "Make,"  "Accept**  {a)  or 
"  Indorse  '*  {h)  a  Bill,  Note,  or  Draft,  means  besides  writ- 
ing the  iastrumeut,  or  the  name  on  it,  as  the  case  may  be,  to 
deliver  it  to  some  iKJi-son,  or  his  agent,  as  his  property 
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(a)  Cox  ▼.  Troy,  5  B.  <fe  Aid.,  474 

(b)  Hex  r,  Lamhton,  6  Prioe,  428.  Brind  ▼.  Hampthirf,  1  M.  A 
W,,  365.  Athirmi  V.  Joueit,  12JL&  E.,  455.  Murium  t.  Allen,  8  M. 
A'  W.»  494.  Qreen  t.  Sr«r,  1  Q.  B.,  707.  Bell  v.  Lu/'cl  lnaf>^trt^ 
12  g.  B,.  317.  Lloyd  T.  Howard,  15  Q,  B..  995,  J3ariHrf  t. 
nickanh,  6  Exch.,  G3 

2.  To  '*  Issue  "  a  Bill,  Note,  or  Draft,  is  to  deliver  it  to 
some  one  who  thereby  acquires  a  right  of  action  on  it 

3.  To  "Present"  a  Dill  for  '*  Acceptance'*  or  '*  Sight** 
(«)  is  to  bring  it  to  the  Drawee,  and  to  request  him  to  undoruke 
to  pay  it 

(a)  Campbell  v.  Frcnck,  6  T.  B.,  200 

4.  To  *' Present'*  a  Bill  or  Note  for  "  Payment **  is  to 

briugib  to  the  Principal  De)»tor  and  demnnd  priyment  of  it 

5.  To  "  Collect "  a  Bill  or  Note,  or  Dmft,  ia  to  present  it 
for  payment  as  agent  for  the  holder 

6.  To  *'  Retire  *'  a  Bill  or  Note  is  for  one  of  the  parties  to 
it  to  buy  it  up  and  so  withdniw  it  from  circulation 

EUam  V.  Denny,  15  C.  B.,  87 

7.  To  **  Discount "  a  Bill  or  Note  is  to  buy  from  the  bolder 
oF  it  the  right  to  rei^ei\'e  the  money  due  upon  it 

8.  To  **  Domicile  '*  a  Bill  or  Note  is  to  state  in  it  the  place 
where  it  is  payable 

Lou^ndei  V,  Andtrson,  IS  East.,  180.  JiolmrU  T.  Tuek4n  W 
Q.  B..  579 

9.  To  **  Utter  "  a  Bill  or  Note  ia  for  a  person  either  himself, 
or  by  his  agent,  to  use  it  in  any  way  whatever  to  obtjiin  Money  or 
Credit  by  means  of  it 

Eex  V.  Shukard,  K  ±  R.,  200.  Reg,  v.  Radford,  1  Den.,  0.  Q,, 
69,    Reg  v.  Ion,  2  Den.,  C.  0.,  475 

10.  **  Days  of  Grace  "  are  days  which  mercantile  usage  and 
law  allow  the  obligor  on  certain  Xotea  and  Bills  to  juy  thorn  io« 
beyond  the  day  limited  in  the  instrument  itaelf 

11.  If  a  pjcrson  merely  writes  a  Bill  or  Note,  or  signs  hl%  name 
on  one,  and  then  retains  it  in  his  own  possession,  he  does  not 
drawt  viake^  acetpi,  or  imiorte^  the  instrument  as  the  case  may  be. 

12*  But  if  he  then  deJivcrs  the  instraracut  to  another  penoD 
without  any  considenitiun,  and  for  his  accommochitiou  only,  to 
that  the  transferee  acquires  a  property  in  it,  the  writer  dnura^ 
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rnukes,  accepts  or  indorses  tbe  inatrtiment  qb  the  case  may  be,  but 
he  does  not  issue  it 

13.  A  Bill,  Note,  or  Druffc  is  not  issued  catil  it  is  delivered  to 
some  person,  who  is  entitled  to  sue  all  the  parties  to  it 

Downet  V.  Richardton,  6  B.  ife  Aid.,  674.  Biijnohtt  ex  parU,  3 
Mont,  it  AjTm  633.  Tarhlon  t.  Shingler,  7  C,  B.,  812.  Swan  t, 
Vank  uf  Scotland,  2  Mont.  &  Ayr.,  656 

14,  If  one  person  makes  himself  a  pai*ty  to  a  Bill  or  Note, 
either  by  drawing,  making,  accepting,  or  indorsing  it,  for  the  use 
b<3neftt,  or  advantage  of  another  person,  without  receiving  any 
cunsideratiou  for  so  doing  or  being  iiidubtod  to  such  person,  fiuch 
an  ia^trument  is  termed  an  Accommodation  Bill,  or  Note, 
and  the  person  who  so  makes  himself  a  party  to  it  is  termed  the 
ateommotMiofi  drawer^  maker,  acceptor,  or  ind&nert  as  the  case 
may  be 

The  peraon  for  whose  use,  benefit,  or  advantage  he  has  so 
niBcIe  himself  a  party  to  such  an  instminent,  has  no  right  of  action 
i^lust  him  upon  it 

6.  No  consideration,  nor  even  the  words  "value  received*' 
need  be  expressed  in  a  Bill,  Note,  or  Draft 

White  T.  Ledwick,  4  Doug.,  247.  Maclead  v.  Snec,  2  Ld.,  Eajm.» 
I48L    Jo9celine  v.  Laiserre,  Fort.,  281 

7.*  Bills,  Notes,  and  Drafts  nsnally  have  the  sum  for  whi(;h 
they  are  payaljle  written  at  full  length  in  the  body  of  the  instru- 
ment, and  also  in  figures  in  the  margin.  If  the  two  sums  ditTcr, 
the  instrument  is  good  for  the  sum  stated  in  the  Inxly  of  it:  the 
sum  stated  in  the  margin  in  figures  is  a  mere  memorandum 

S,  Bills  and  Notes  must  be  drawn  payable  absolutely  and  at 
all  events  in  money  only,  at  some  certain  event,  micli  as  demand, 
sights  or  some  dah,  or  some  event  which  must  certahihj  hapi^'U  j 
or  at  a  certain  time  after  demand,  sight,  or  date,  or  such  certain 
event 

9,  An  instrument  bearing  no  date  or  time  of  payment,  is 
held  to  be  dated  at  the  time  it  is  made,  and  is  payable  on  demand 
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De  ia  Courtier  ▼.  Bellamy,  S  Show.,  4^.  Hague  v.  Freneht  »  B, 
&  P.,  173,  Gilen  v.  ^owrw^  6  M*  A  8.»  78.  FF^ttfock  ▼.  Under- 
wood^  2B.&  C„  157 

10.  The  signature  of  anj  party  to  a  Bill  or  Note  msj  be  bj 
a  mark  or  stamp 

George  r,  Sarreij,  I'VL.&IS.,,  516 

Oft  the  stamp 

11.  1.  All  Bills  and  Notes  must  be  stamped  witli  ah  tmpresjisd 
stamp  previous  to  their  execution 

83  <fc  34  Vict,  (1870).  c.  97.  n.  63.  f  8 

2.  "The  fixed  duty  of  one  penny  on  a  bill  of  exchange  for  the 
payment  of  money  on  demand  may  be  denoted  by  an  adh^sw$ 
stamp,  which  is  to  be  cancelled  by  the  person  to  whom  the  bill  is 
si^^ned,  before  he  delivers  it  out  of  his  hands,  custody,  or  power" 

aa  <t  34  Vict  (1870),  c.  07,  B.  60 

3.  "  Wliere  a  Bill  of  Exchange  or  Promissory  Note  lias  been 
written  on  material  bearing  an  impressed  stamp  of  sulHcicnt 
amount^  but  of  improper  deuoruination,  it  may  Ik*  Htnmped  with 
the  proper  etanip  on  fjayiuent  of  the  duty,  and  a  penalty  of  forty 
shillings,  if  the  bill  or  note  be  not  then  payable  according  to  it4 
tenor,  and  of  ten  pounds  if  the  same  be  so  payable 

33  &  34  Vict  (1870),  o.  97,  a.  53,  S  1 

4.  "Every  jwrson  who  issues,  indorses,  transfers,  nt^gotiatee, 
presents  for  iwyment  or  pavs  any  bill  of  exchange  or  promissory 
note  hable  to  duty  and  not  being  duly  stamped,  shall  forfeit  the 
hum  of  ten  [.loynds :  and  the  person  who  takes  or  receives  from 
any  other  person  any  such  Bill  or  Note  not  Ijeing  duly  Bbamped, 
either  in  payment  or  as  a  security,  or  by  purchase  or  otherwi>«i.v 
shall  not  be  entitled  to  recover  thereou,  or  to  make  the  suinc  avidU 
able  for  any  purpose  whatever  " 

12.  1.  An  instmment  not  "lawfully**  stanijied  is  abtjolutcly 
void,  and  no  action  can  be  brought  on  it  l)y  any  person  co;*niBaiii 
of  its  illegality 

2.  An  instnmient  not  **  duly  "  stamped  subjects  the  issuer  of  \% 
to  pcfnaltics,  but  it  may  he  received  iu  cvidt^Jicc,  and  an  action  niny 
be  brought  on  it 

M  Qm.  S  (1&15),  0.  164,  «.  10 
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13.  An  iDstniment  nob  "lawfully  '*  stamped  is  a  bill  or  note 
written  upon  unstamped  or  insufficiently  stamped  paper  (a)  j  or 
opon  paper  stamped  with  a  snperseded  die  (&) ;  or  a  post  dated 
cheque  payable  to  bearer  on  demand  (f),  Sncli  inetrumentB  are 
al«olutely  void,  and  cannot  Ixi  received  as  evidence  in  any  aetion 
brouglit  upon  them  by  any  person  who  takps  them  with  knowledge 
of  the  facLs 

(a)  31  Geo.  3  (1791),  o.  98,  a,  19.     Green  v.  Davh,  i  B.  A  C,  235, 
(6)  3  it  4  Will.  4  (1833),  0.  97,  B.  16w    Dawfon  v,  Mncdonald, 
2  M.  A  W.,  20 

(c)  Alh n  V.  Keevft,  1  East..  435.  Afdem  y.  Rtmney,  5  Esp.,  255. 
Serle  v.  Norton,  9  M.  i&  W.,  SOD.  Borrodaile  v.  MidUiUton,  2  Cftmp.» 
63,  Swan  v,  lihUr,  3  CI.  A  Fin.,  610.  Oliver  v.  Mortimer,  2  P. 
A  F.,  127 

U,  An  instrument  not  "duly"  stamped  is  one  upon  which 
there  is  a  stamp  of  an  improper  deDoraination  or  mte  of  duty,  but 
of  e(]ual  or  g;reater  value  in  tlie  whole  with  or  than  the  stamp  or 
Btampg  which  ought  regularly  to  have  been  used  thereon  (a) 

Thus  Bills  and  Notes  drawn  upon  wrong  stamps  of  equal  value 
with  the  proper  one  (b):  or  a  post  dated  cheque  payable  to  order 
on  demand  stamped  with  a  Id.  stamp  (r)  arc  iastrnments  not  duly 
stomped,  but  they  are  nevertheless  valid  and  receivable  in  evidence 

(a)  31  Geo.  3  (1816),  o.  184,  8,  10 

(ft)  5.5  Geo.  3  (1815)  e.  184,  a.  12.  Upttone  t.  Marchant,  3  B.  <» 
0.,  10.     WUliams  V.  Jarrett,  5  B.  6c  Ad.,  32 

{c)  Ki-y  V.  Mathia^,  3  F.  A  F.,  279.  Whi*tUr  v.  Fonter,  14  C,  B., 
N.  S.,  243 

15.  If  an  instrument  appears  to  be  properly  dated  and 
stamped  on  the  face  of  it,  though  really  invalid  fi-om  having  a 
wrong  place  and  date  on  it,  and  therefore  void  as  between  the 
paities  cognisant  of  the  illegality,  yet  if  it  be  taken  by  a  lioldei 
for  valne,  who  is  ignorant  of  the  facts,  he  may  recover  on  it 

Wriifht  V.  mUy,  Pciikti,  230,  Mm  tin  v.  5f organ,  Z  B.  &  Mer., 
6d6.  William  V.  Jarrett,  5  B.  A  Ad..  32.  Whistler  V.  For^ter, 
14  C.  B.,  N.  8.,  248.  AtuUn  v.  Bmnard,  ©.  B.  &  S.,  6^7.  ncjhit 
▼.  Ltvi,  1  C.  A  J.,  180 

16.  1.  An  iuiitrumcnt  which  is  void  under  the  stamp  laws  is 
no  payment  even  though  the  rcceivGr  take  it  without  objection  (<i) 
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2.  The  receirer  of  such  an  instrument  cannot  be  charged  wiih 
lack$B  for  not  prcseuting  it  in  doe  time  for  paymeut  (ft);  nor  for 
not  giving  notice  of  dishonour  (c) ;  nor  even  can  it  be  need  to 
prove  a  debt  in  bankruptcy  {d) 

3.  Neither  will  equity  relieve  on  the  instalment  (b)  ;  but  if  a 
person  bound  to  give  a  stamped  instrument  gives  one  void  under 
the  stamp  laws,  equity  will  make  him  a  good  one  (/) 

4*  Taking  an  instrument  void  under  the  stamp  laws  does  not 
avoid  I  he  consideration  {g) 

{«)  Kug  V,  Webb,  I  Esp.,  1128.     Wthon  r,  Vytar,  4  Taimt« 
Bond  V.  Warden,  1  Coll.,  C.  C,  583 
(6)  WiUonv.  Vytar,  4  Taant.,  288 
\c)  Cmdy  v,  Marnott,  1  B.  &  Ad.,  696 

(d)  Manner,  ex  parte,  1  Rose,  68 

(e)  Price  v.  Toulmin,  5  Vca.,  236 
If)  Aylett  y.  BtnnfU,  1  Anst.^  45 
(i?)  iiwjf  V,  Webb,  1  Esp.,  129.     WiUon  v.  Kentiedtj,  1  Eip.,  34$. 

Broun  V.  Pf^ittn,  1  Taunt,  U^.    TtfU:  v.  Jonc«,  1  Efiat.,  56n.    Jfoei 
y.Hodgion,!  T*  R.,  241 

17*  AH  Instruments  not  allowed  to  be  re-issaed  are  upon  pay- 
ment to  be  cancelled  and  annulled  by  the  person  paying  them ;  and 
if  any  one  re-issue  or  negotiate  them,  or  if  the  person  paying  them 
neglect  to  cancel  them,  he  is  to  forfeit  £50.  The  person  issning 
them  is  also  liable  for  the  daty,  and  any  person  taking  tbeia  in 
payment  is  to  forfeit  £20 

55  Geo.  a  (1616),  o.  184,  b,  19 

IS.  1.  Bills  and  Nutea  made  payable  after  date  may  be  inaed 
any  number  of  timea  even  by  the  principal  debtor  until  the  tinuD 
when  they  become  payable 

2.  But  if  they  be  paid  at  matm'ity  by  or  on  behalf  of  the  prin* 
ciiml  debtor,  they  are  finally  extinguished,  and  cannot  be  re-issncd 

3.  If,  however,  they  be  not  paid  by  or  on  behalf  of  the  principal 
debtor,  they  may  be  re-issued  under  certain  conditions 

19.  1*  A  Bill  or  Note  may  be  negotiated  for  the  space  of  six 
years  after  it  has  become  {layuble 

2.  The  Statute  of  Limitations  preventa  any  action  beiug  taken 
after  that  pericxl,  either  on  the  instrument  or  on  the  condderation 
(a) ;  without  a  fresh  promise  in  writing  signed  by  the  party  to  be 
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charged  (ft) ;  or  his  agent  (c)  j  or  by  part  payment  of  princi^ml  or 
interest 

3.  Sucli  writt€n  promise  or  payment  will  revive  the  remedy  for 
six  yoai's  from  its  date 

(a)  21  Jac.  1  (1623),  e,  IG,  t^.  3 

(b)  9  Geo.,  5  (1828),  c.  U,  h.  1 
{c)  19  is  20  Tict  (1856).  c.  07, «.  13 

20.  1.  Bays  of  Grace  are  nut  allowed  on  any  instrumenta 
payable  on  or  after  demand  :  or  at  sight  or  presentation  {a) 

2»  Instruments  payable  on  demand  arc  due  and  payable  im- 
medintt'ly:  no  demand  is  necessary  before  action  bi'on^lit:  and 
the  Statute  of  Limitations  begins  to  mn  from  their  date  (b) 

(a)  U  &  35  Vict.  (1871),  o.  74,  b.  3 

(b)  Capp  y.  LanCQiteT^  Cro.  Eliz.,  648.  CoUins  v.  Benninfj,  12 
Moo.,  444.  Humball  t.  Ball  10  Moo.,  88.  Megtjimon  ▼.  llarptr^  SI 
C.  dr  M.,  822.    NorOm  v.  Ellam,  2  if.  &  W.,  461 

21.  1.  Three  days  of  grace  are  allowed  on  instrumenta  pay* 
able  after  sight  (a)  ;  at  or  after  a  fixed  date,  or  a  certain  event 

2.  Such  instmmeuta  are  payable  on,  and  not  before  (6),  the 
last  day  of  grace  :  no  action  can  be  brought,  nor  does  the  Statute 
of  Limitations  begin  to  rnn  nntil  the  last  day  of  grace  has 
expired  {e) 

8.  If  the  instrument  is  payable  by  instahnents,  daya  of  grace 
arc  allowed  on  each  instalment  {d) 

4»  If  tlic  last  day  of  griice  be  Sunday,  Christmas  Day,  Good 
Friday,  or  a  public  fast  or  thatikf?giving^thc  instnmient  is  payahle 
the  day  be- fore  (c) 

6.  By  Btatnte  31  Viet.  (1871),  c.  17,  the  following  days  are 
declared  to  be  Bank  HoUdays — 

In  England  and  Ii*eland — Eiister  Monday  ;  the  Monday  in 
Whitsuu  week  ;  the  fii-st  Monday  in  August ;  the  Twenty-sixth 
day  of  December,  if  a  week  day 

In  Scotland — New  Year's  Day  ;  Christmas  Day  ;  (if  either  of 
these  days  falls  on  a  Sunday,  t!ie  next  Monday  shall  be  a  Bank 
Holiday:)  Good  Friday  ;  the  first  Monday  of  May ;  the  first 
Monday  of  August 

Al!  Bills  and  Notes  due  and  payable  on  these  days  shall  be 
payable  on  the  following  day :  and  in  case  of  non-payment  may 
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be  not^  and  protested  on  the  day  next  following  on  wbich  they 
may  be  la\vf  ally  protested 

If  the  day  on  which  any  notice  of  diahonour  of  an  nnpaid  bill 
or  note  should  be  given  ^  or  any  bill  presented  or  received  for 
acceptance,  or  accepted  or  forwarded  to  any  referee  or  referee^  is 
a  bank  holiday,  biicU  notice  of  dishonour  shall  be  given,  and  sach 
bill  or  note  shall  be  presented  or  forwarded  on  the  day  next  after 
Buch  bank  holiday 

(a)  Cuhman  T.  Saijer,  Sian.,  829.  BtlUuii  Y.  EaUr  1  Ld. 
Baym.,280 

{b)  Wifen  T.  RobfrU,  I  Esp„  261 

(c)  WilUnhdm  v.  Lndy  Carlisle,  1  H,  Bin.,  631 

{d)  Orndof  V.  Sherborne,  11  M.  &,  W.,  374 

(e)  7  <ft  d  Geo.  4  (1827),  o.  15,  b.  8 

22.  If  any  Bill,  Note,  Obligjition,  or  Valuable  Security  made 
or  bccoine  payable  to  beartT,  be  taken  in  exchange  for  any  goods, 
merchandise,  money,  or  other  Bill,  Note,  Obligation,  or  Yaloable 
k^ucnrity,  without  the  indorsement  of  the  transferor,  it  is  an  un- 
conditional Bale  of  the  security,  and  the  transferee  has  no  right  of 
action  against  the  transferor  if  it  be  not  paid»  either  on  tho 
instnunent  or  on  the  consideration 

Bunk  of  Eni/land  v.  AVirntan,  1  Ld.  BAyin.,442.  Ward  Y.  Evant, 
2  Ld.  Raym.,  298.  Fenn  v,  Harriiton,  8  T.  E.,  787.  E£  parU 
Shut  tig  worth,  2  Ves.,  jim.,  368.  Fydell  Y.  Chirkr,  1  Enp.,  iil^ 
Emltje  V.  Lye,  1.5  East.,  7.  Ctimidge  Y.  Allcnby^t  B.  A  C,  8731 
Guardians  of  Lich/mld  Union  v.  Green^  1  H.  «k  N.,  884- 

23.  1.  The  transferor  of  a  Bill  or  Note  by  mere  delivwy 
warrants  the  gmuimmss  of  the  instrument,  ♦.#,,  that  it  i8  not 
forged  or  fictitious  ;  he  docs  not  warrant  the  solvency  of  the 
parties  to  it 

2.  But  if  he  knew  that  the  parties  to  it  had  failed,  or  if  it  1« 

forged  or  fictitions,  he  is  liable  to  refund  payment  to  the  transfers 

Jone9  V.  Bydf,  5  Taatit.,  488.    Uruce  y.  Brue^,  1  Utmk,  10S, 

Onmry  v,  WnmftMlry,  4  E.  A  B»,  133,     GompnU  v.  Itarthttt  2  &. 

&  B.,  849.    Fuller  V.  Smith,  I  C.  it  P..  197 

24.  A  Bill.  Note,  VfiOH-in-aclion^  Obligation,  or  Valnabb 
ScTurity  h  iuchide*!  under  the  words  *' goodu  and  chuttek**  or 
"efibctrf,"  in  an  Act  of  PtuUament  (a) ;  or  under  an  extent  {b)  ; 
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OT  Vk  v,mi  of  fori  f turns  (c) ;  in  a  will,  niik^sa  there  be  woixk  to 
negative  Buch  an  inference  (d)  ;  and  in  the  claasti  of  "reputed 
ownership  "  in  bankruptcy  (e) 

(o)  Sliidf  w  Mffflffj,  4  Co,  Rep.,  02b.  Ford*t  Ct\»€,  13  Co.  Bep,  L 
Cl^ytonU  Cue,  Lylt,,  86.    Eyal  v.  Pmcht^  1  Vea,,  Ben.»  348 

(6)  Bi/Jfff  on  BiWjT,  3 

(c)  1  A'  2  VicL  (1838),  c.  110,  s.  12 

{ii)  Anon.,  1  P.  WuiB.,  iiG7,  Crtn»p6^?i  v.  Pretcott,  15  V<»-,  500. 
JTi^nri^i//  V.  Kfndnll,  4  Busa.,  C.  C,  3G0.  Parker  v.  J/tfrc*«n(,  1  Y» 
d'  Ck>ll.,  C.  a,  290 

(e}  liyal  v.  i?t>i£?7M  1  Vea.,  8cn.,  348.  £x  parte  Colvili,  Mont., 
a  B.»  110.  Bozon  V.  BoUand,  M.  A  Bl..  74.  Homhtvwfr  r.  iVowd, 
2  B.  &  Atd.,  327.  Ear  p<trte  liurtoj},  1  GL  &  J.,  207,  Btlcher  ▼. 
Cumphell,  8  Q.  B,,  1.  Ei:  parte  liichanbon,  Buck,  483.  BarlUtt 
T.  Itartletl,  1  De  G.  <Sr  J„  127.  Edwardt  v.  Co<>;)<t,  11  Q.  B.,  53. 
BxtUiKk  V.  Dotfd*,  2  B.  A  Aid.,  258.  Cumming  v.  I/ui/i^,  fi  Bing., 
866,    JTann/ifi  v,  Fisher^  1  Cowp.,  117 

26.    The  property  in  an  instrument  reranins  in  the  owner 
nntil  he  has  enfirely  parloti  witli  it :  if  he  cuts  it  m  two  and  sends 
one  part  by  post,  he  dws  not  lose  the  projierty  in  it  till  he  has 
sent  the  other  part,  and  he  may  reolaitn  the  first  part  sent 
Smith  V.  Munda\f,  S  E.  A  B,,  22 

26.  1,  Instroments  payable  by  a  banker  must,  in  general, 
be  prest'iited  for  payuit'iit  during  banking  hours,  otherwise  such 
presentment  is  void  {a) 

2.  But  if  the  banker  has  a  clerk  stationed  to  give  answers 
after  houi-g,  and  the  same  answer  is  given  as  would  have  been 
given  during  hours,  such  preyentnieut  is  siiflicient  {h) 

3.  Instruments  payable  by  other  |>en>ons  may  be  presented  for 
payment  at  any  reasonable  honr  (c) :  l>ctwccn  8  and  9  p.m.  is  the 
latest  hour  yet  decided  to  be  rea.sonabIe  {d) 

(a)  Parker  v.  Gordon,,  Esp..  41;  7  East,  885.  Elford  r.  Teed, 
1  M.  &  S.,  28.     Whilakcr  v.  Bank  of  England,  1  C.  3kL  &  R.,  744 

{b)  Gnrftei  v.  Wmnkock,  6  M.  *  S„  44.  lUnry  v.  L«,  2  Chit., 
124.     Vrook  y.  Jadi»,  CCA  P.,  I'Jl 

(c)  Barclay  v.  Bailey,  2  Cuiup.^  527.  Mt/rgan  y.  DaHdntm^  1 
Bljiik.,  114.     Wilk-inx  V.  /ar/M.  1  Mo.  &  B.,  47 ;  2  B.  &  Ad.,  188 

(</)  Triffjj*  V.  Neu^nhavi,  1  C.  &  P.,  G31 ;  10  Moo.,  240 

27.  A  Bill,  Note,  or  Yaluablo  Security  may  be  tLe  subject  of 
donatio  mortis  caxud 
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S  Com  C.  O,  aOte.     OM^mg  t.  Tarie^  2  CdL   a  OL, 
Milltr  T,  jnOer,  1  P.  Wba^  19$.    HsTl  T.  C&i^mM,  1  fito.,  C  CX, 

<«•  f^riUB  lo  4o«iir^  oria  wiibAocM^     r««i  ▼. 
r^,  97  Bwr^  19 
CheqiMft.*  Lummm  ▼.  Zmmii,  1  P*  Wms^  Ma.    Sm4p«w  f . 

Tate  r.  Hilben,  t  Yes.,  fau..  111.    Itoitf*  ▼.  SIUs,  17  Bri^^  ISl 
BAnk  D«|MMit  Bceeipt.    ITici  r.  Amim^  1  B.  A  B^  109.    JmIm  t. 
Win,  93  Bc«T..  19 

88.  1*  If  uny  Bill,  Note,  or  Secant j  to  money  be  lost  or 
dtitroyed,  the  right  owner  may  sue  any  party  to  it,  upon  giring 
htm  an  iDdemnity  to  the  gatisfactioa  of  a  court,  judge,  or  master, 
against  the  claims  of  aoy  other  person  upon  it  (^i) 

2.  And  such  a  security  may  be  proved  in  bankruptcy  {h) 
8.  If  half  of  an  iuijtniment  be  lost  or  destroyed,  the  owner  of 
the  other  half  may  enforce  payment  of  it  with  or  without  aa 
indemnity  (c) 

(a)  17  A  18  Via,  (1861).  o.  125.  •.  87 

{b)  Ex  parte  Grecmraij,  6  Yti.,  612 

(c)  Mo»9op  T,  Eadoftt  16  Ve&,  ISO.    Redmajfm  r.  BwrUmt  2  LT 

29.  1.  If  any  Valuable  Secarity  be  lost  in  its  transmissinu 
through  the  post,  or  by  any  conveyance  which  the  person  who 
uhould  rt'ceivc  it  directs,  the  loss  falls  upon  him  (a) 

2.  No  action  lies  agninst  the  Postmaster- General  for  Uic  lo« 
of  any  inBtrument  during  its  transmission  through  the  post  {b) 

*  In  icrrenil  ieit  books  of  aatliorit;  it  ih  Uid  doini  aV^lulely  Uuil  n  cb<M|«e  oaoaiyt 
be  the  subject  of  a  gift  mnrdM  causd  (fioper  uH  Lfffacifn  toL  Lt  j»  U, 
Wminmn  rm  Ej:ccntors,  voL  i.,  p.  723;  Btjlfs  un  BUU,  9lU  Edit-,  p.  170; 
White  nml  IStdor'jt  lend.  ca.  in  Eq.,  vol  L,  p.  743),  uid  la  Uio  c*»e  of 
Hewitt  V.  Kaf^e  (L.  R.«  6  Kq>,  189),  Lord  BotntllT,  M.  R..  I«id  it  down  m  ah 
ftbiolat«  doctrine  that  a  cheque  is  incspable  of  bring  ni»Uo  n  gift  ncrtiM 
eauMl.  But  bnvung  been  ubltgod  to  inTCi.ti;?al«  tbo  <|iir%Uon  in  my  Di;;r«t  o| 
tlio  Law  of  Bllli  of  Excbiwige,  as  prepared  for  the  Digint  of  L«w  Coinmt** 
tiiinirpi,  I  WM  tatlnllcd  th«t  Ibe  dociiiAc  stAtcNd  bj  the  iiTltcrm.  and  ihn 
decision  of  Lord  Uouiilly,  nbove  mentioned,  U  crroiicotii;  and  t  M^orUingJj 
oxcliided  the  cii»o  of  Hcnitt  v.  Ku^t  from  my  Digest.  Mj  rruotift  for  mi 
doing  are  given  at  fall  Irugth  in  tkiit  Digest ;  hut  «re,  of  cottr*p.  fnrtoo  bttu 
to  b«  iiuerted  bcnrc.  J  merely  Aluti^  tbia  Lbftt  1  mh^  wA  be  «qppo«M|  to  l»«i« 
tb«  out  ot  Htttritt  r.  Aaya 
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$.  But  any  person  In  the  employment  of  the  post  office  is  liable 
for  any  act  of  negligence  or  misconduct  of  his  own  (e) 

(a)  Jrarwick  V.  Noaktu,  Peaks,  98.    Hatukim  v.  nutt,  PeaUe,  211 

(b)  Lane  v.  Cotton,  1  Ld.  llaym.,  HQ.  Whifjield  v,  Lord 
Dt»jtencer^  Cowp.,  754 

(c)  Laite  V.  Coltoii,  1  Ld.  Eaym,  646.  Whilfield  v.  Lord 
Detpencer,  Cow-p.,  745.  Botrntng  y,  Goodchildt  2  W.  Bla.,  906* 
Bordem  t.  Dal  ton,  1  C.  &  P.,  IBl 

0/an  I  0  U 

80.  A  mere  acknowledgment  of  a  debt  not  containing  any 
promise  to  pay  is  usually  termed  an  I  0  U|  and  is  otlen  in  the 
following  form — 

London,  May  4,  1876 
I  0  U    £100 
To  3Ir.  A.  B,  0.  D, 

31.  Such  an  acknowledgment,  or  an  acknowledgment  or 
receipt  for  money  lent  or  deposited  to  be  accoaufced  for,  does 
not  re<iuire  a  stamp 

Fither  v.  Leslie,  1  Esp.,  425.  Inrael  v*  Itrael,  1  Camp,^  449* 
ChiUleri  ?,  Botdnoh,  D.  A'  R.  N.  P.  Ca.,  8.  Tom/fin*  v.  A»hbtf,  6  B. 
&  C,  541.  Beeching  v.  Westbrook,  8  M.  &  W.,  412.  MelamiU  7, 
TeasdaU,  18  M.  &  W.,  216.    Gould  t.  Co<mhs,  1  C.  B.,  613 

32.  Nor  does  soch  a  document  require  a  stamp  if  it  contains 
a  promise  to  pay  only  interest  on  the  sum  due,  and  not  the 
principal  (a) 

But  if  it  promises  to  pay  the  principal  it  must  be  stamped  as 
a  Note  {h) 

(a)  Melamtte  T.  T«a»dale,  13  M,  A  W.,  316,    Smith  t.  Smith,  1 
F.  &  P..  53i) 
{h)  Druoki  T.  Elkiwt  fi  M.  &  W.,  74,     Waiiham  7.  Ehee,  1  0. 

«t  K,  as 

33.  An  I  0  U  not  having  the  name  of  any  creditor  on  it  is 
prima  facie  evidence  in  favour  of  the  party  who  pnjdtices  it 

Fi*her  v.  Letlie,  1  Esp.,  427,  Curtit  v.  Rickard*,  1  M.  &  Gr,,  46. 
DoupUit  T.  llotme,  12  A.  <k  E.,  Cll.  Fttenmayor  y.  Adcock,  16  M. 
&  W„  44U 
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34.    An  ockoowlcdgmeiit  of  debt  may  be  givea  as  a  domdk 
mortis  eau^ 

Moore  v,  Darton,  4  De  G.  ^  Sm.,  617 


35.  A  bill  in  c<jartj  lies  to  diflcover  whether  an  I  0 
given  for  a  gaining  debt  (a) :  and  equitj  will  restmo  an 
on  an  I  0  TJ  ^iveu  for  an  illegal  consideration  (b) 

(a)  Wiikinuon  v.  UEaugier,  2  Y.  A  CaU.,  C,  C.»  8G6 

{b)  Quarrier  t.  CoUtcn,  12  L.  J..  Gk.  57 


Unif 

octioo 


RuIm  relating  to  the  Transfer  of  Ghoses-in-action 
1. — As^igmiwii  of  a  Ghoss-iti-acUon  by  OredUor  to  Tran^ffrt* 

36.  L  An  assignment  of  a  chose-ifi-^idion  in  equity  fa 
equivalent  to  the  delivery  of  the  chattel  in  Law 

2.  Ajs  soon  as  the  assignment  of  the  ehoM'in-action  is  com- 
pleted, 80  thiit  notliing  more  remains  to  be  done  by  the  aasignori 
the  projwrty  in  the  chose-in-aclion  is  transferred  to  the  aa&iguoe 

8.  The  assignee  lias  a  good  and  effectnal  title  against  tiie 
awignor  and  all  persons  who  claim  by,  through,  or  against  hira, 
Buch  as  his  executors,  udmiiiistmtora,  asaignoea  in  banlo'Uptcy, 
judgment  creditors,  or  an  extent  at  the  suit  of  the  Crown 

4.  But  the  title  of  the  assignee  is  not  final  and  6onij>lele 
against  all  the  world  until  the  debtor  haa  received  notice  of  the 
aasignment 

5.  Until  this  notice  haa  been  given  the  chose-ift-aetion  ig  etill 
In  the  "order  and  disposition  *'  of  the  assignor,  and  in  the  event  of 
liis  Imukruptcy  or  death  passes  to  liis  assij^nees  or  reprcsentativ'ca 

0;  Immediately  the  debtor  receives  the  notice,  he  is  fixed  with 
the  trust,  and  is  converted  into  a  trustee  for  the  a**aignee :  if  he 
makes  any  {payment  to  tlie  as-signor  it  is  no  discharge  to  him,  a; 
and  he  is  still  liable  to  the  aaBignoe 

7.  If  fio  hiw  good  reason  to  dispute  the  assignment,  he 
pay  the  aa^signor  until  the  point  is  settled  in  equity  (a) 

Fa  partf  Duas,  1  AUc.,  124.  /^w  v«  Dtue*on,  I  Ves.,  aen,,  88t. 
E^al  V.  nowle»,  I  Vea.,  son.,  »4fl.  Tatt  ▼,  IKlbfrt,  3  ¥««.,  jttn-.  III. 
Joti^t  V.  OlbbmM,  0  VfiB,,  410.  Casberd  y,  AtL  Oen.t  6  Prieo,  411, 
Ex  parte  Monro,  1  Buck,  300.  Ex  pnrtt  Burton^  I  GL  ^  J.,  2D7. 
^j;  ptirit  (hUttrnf,  1  Gt.  tSc  J..  SfiH.  WilliamM  v.  Thorpe,  %  Stm.,  tit*, 
B9  parU  CQhilt,  Moot,  0»  D,.  IIO.    Ex  parU  T«imff*4in.  M.  A  Bl.. 
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0.  Bm  67.  Crowfoot  ▼.  Qurney,  9  Bing.,  373.  Buck  t.  L«<f,  1  A  A 
E.,  804.  Bum  v.  Carvalho,  4  My,  dfc  Cr.,  C90.  Macfadden  ▼. 
J^itfcyn*,  1  Ph.,  153.  Ddl  v,  Lomio«  <f  N.  W,  Jly,  Co.,  16  B^av., 
662.  DomjWxo/i  v,  DoTMi[«Jjon,  Kay,  711.  Gibton  v»  OvcTbury,  7  M. 
*  W.,  555.  Lowe's  StttUni£iU,  re,  30  Beav.,  5*5.  Jfft  v.  Day.L. 
K.,  1  Q.  B.,  372.  Hewitt  y.  Kaye,  L.  11,,  6  Eq.,  198.  Uroml^i  7. 
£ruii«on,  L.  R.,  6  Eq.,  975 

(«j  .^/j/in  V.  Coflft*^  30  L.  J.,  Ch.,  6.  3G  A  37  Vict.  (1873),  c,  68, 
•.  2G,  §  6 

37.  If  several  assignees  have  a  right  to  the  fund,  the  assignee 
who  first  gives  notice  to  the  holder  uf  the  fund  adiuircs  the  lirst 
charge  over  it,  and  the  other  assignees  according  to  the  order  of 
their  a^igDinents 

DearU  v.  Hall^  3  Ross.,  I.  Leueridge  v.  Coopsr,  3  Huss.,  31. 
HuHon  Y.  Sandyt,  I  Young,  602.  Grecniny  v.  Dcckford,  5  8im.,  195. 
Fo9ter  V.  Blackitone,  1  My.  &  K.»  297.  Fo»ler  v.  Cockerell,  3  Cl.  A 
Fin.,  456.  Atkinwn,  in  w,  2  De  O.  M.  A  G.,  HO.  Buc/c  v.  /:.<•<?, 
I  A,  A  E.,  804.  Eity  v.  Bridget,  3  Y.  i!fc  C,  Ex,  Eq..  480.  BeUh<r 
Y.  Campbell,  8  Q.  B.,  1.  Marten  v.  Sedytcfck,  9  Beav.,  333.  Sicayne 
Y.  Sicayw,llBeav.,463.  JJWdr  v.  Afociean,  5  W,  R.,  447.  Pffn«f« 
V.  Dtf/<ra»  4  De  Q.  M.  &  G.,  372.  Clayton's  Case,  1  Mor.,  572. 
-BodetiAairt  V,  Pureha*,  2  B.  A  Aid.,  89 

88.  For  the  purpose  of  notice  no  particular  form  of  words  is 
necessary.  Any  words  are  sufficient  which  shew  an  intention  of 
trausferring  or  appropriating  the  ckose-m-action  to  or  for  the  use 
of  the  assignee 

Uow  Y.  Dawton,  1  Vee.,  sen.,  332.  YeaUt  v.  Grove,  1  Ves.,  jtm., 
28L  Howetl  v,  Maciver,  4  T.  R„  COO.  Smith  v.  Evfrett,  4  Bro.  C. 
0.,  63.  Heath  v.  Uall,  4  TAiuit,,  326.  Ex  parte  AUlerwn,  1  MaJ., 
53.  Crowfoot  V,  Gurney,  2  Mo.  &  So.,  473.  Sni<r/i  v.  Smith,  3 
&  M.,  231.  £x  pflTfe  Crtr?f<r,  4  D.  d  Ch.,  357.  Ex  parte  South,  3 
Swftnfl.,  893.  Tibbiti  Y.  George^  5  A.  &  E.,  107.  Ilutchimon  v. 
Hey  worth,  9  A.  <fe  E,.  375.  Macfadden  v.  Jcnkyns,  I  Hare,  458. 
VEiirange  y.  L'Estrange,  13  Beav.,  281.  lliccard  v.  Prifc/KirJ, 
1  £.  A  J.,  277.  iJa«:i»oHd'«  Bequett,  Tit  3  K.  <fc  J.,  300.  Jo/iif*  y. 
FflrreW,  8  Jur.,  N.  S.,  751 

39,  But  the  notice  given  most  be  kgah  An  inatr umeut  not 
"lawfully"  stamped  is  void  and  of  no  effect ;  if  notice  bo  given 
by  such  an  instrument  the  holder  of  the  fund  must  not  regard  it : 
if  he  pays  on  such  an  instrnmcnt  the  payment  is  void,  even 
though  he  agreed  to  do  so 
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Bat  if  the  notice  be  given  by  an  instrnmcnt  noi  •*daljf*' 
■tamj^tcd,  the  notice  is  "v^alid 

Firban  k  t.  Dell,  1  B.  &  Aid.,  36.  Emty  r.  Collin*,  d  3C  A  S.,  1  i  I. 
Rippiner  v.  Wright,  %h,&  Aid.,  478.  BuU$  y.  Swan,  2  Bro.  A  tt^ 
78.  Cottyer  v.  Falhii^  Turn.  <ft  B.,  459.  I^iJ  iJray&r9i>l^«  T. 
Ar«T(*<luA,  13  Sim.,  371.  Panoni  T.  A/i<id/^C0n,  (l  Hatg,  'ir>L  Ar«». 
poimn  V.  Smith,  26  L.  J.  Ch.»  8.    Poll  t.  Lomai,  6  H.  dt  N.,  6*29 

40.  I.  Notice  jriveu  to  a  pci'son  who  has  not  yet  reoeivod 
the  fund  is  null,  void,  and  of  no  effect 

2,  If,  therefore,  several  assignments  of  the  fund  have  heaen 
made,  and  notices  given  to  a  person  before  he  has  received  it,  they 
are  null  and  void,  and  the  priorities  take  effect  according  to  the 
order  of  tfie  assij2:Qment8  (fl) 

8.  Bub  if  the  person  who  expects  to  reoeive  the  fnnd  promises 
the  as:$iguee  that  he  will  hold  it  when  received  for  him^  be  is 
bound  by  that  promise  (b) 

(a)  Rifdick  V.  GamleU,  1  De  Q,  M.  Si  G.,  7G3.  BulUr  r.  PlunMitU 
1  Johna.  &  H.,  44L  Webiter  v.  Webster,  31  Bear.,  398.  Somer$4i 
▼.  Cat,  33  BeftV.,  634.     Enrl  of  Suffolk  v.  Cor,  3«  L.  J.,  Ch..  691 

(b)  Clark  V.  Adair,  citod  4  T.  R.,  813.  Stephens  r.  Bill,  S  B^, 
247.    KiUby  v.  WHlianu,  5  B.  &  Aid.,  815 

41.  Tlie  Parchaaor  of  a  di&H^n-aetion  takes  it  suhjcct  to  any 
prior  trusts,  equities,  claims,  or  poestbilitics  of  such,  at  the  tiiue 
of  the  assignment 

Car«  7,  Jonti,  9  Vorn.,  6^2.  Turion  v.  Bemon,  I  P.  Wms„  406^ 
Davi*  V.  Amtin,  1  Ves.,  Jan.,  247.  Mnttfieum  v.  IFfinwyn,  4  V««., 
118.  //I'W  V,  CaiUovd,  I  Vea.,  son*,  123,  Dauhery  v.  C^H^ic^wm,  1 
Mer.,  020.  Uamil  v.  S<ofc<?4f»  4  Price,  161,  Priddy  r,  iZ^w**,  8  Mtt>, 
86,  A/orHf  V.  Lii>w,  X  Y,  A  Col.,  C.  C.»  880.  Ord  r.  ff%rfM«  S 
BoaY.,  857.  xTfyuru  v.  Jmn't,  3  Coll.,  60.  Smith  v.  Parket,  16  BrAV., 
115.  Cr«rk*M  v.  Taylor,  15  Benv,,  lOJ.  Ccntfi?4tiA  v.  Qreatti,  %l 
Beav.,  Iii3.     Manninyford  t.  ToUnmn,  1  Col.,  C.  C,  235 

2, — Order  gmn  by  a  Oredihr  to  a  Debtor  to  pay  a  third  jt^rwti 

42.  If  a  creditor  gives  an  authority  or  order  to  his  debtoiir 
to  pay  a  third  person,  tlien — 

1.  If  the  debtor  pays  the  money  to  the  third  person  in  purmi- 
ancc  of  such  authority,  the  payment  is  good  (a) 
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2.  If  the  debtor  assents  to  umke  sudi  payment  mid  com* 
mimicates  such  assent  to  the  third  person,  a  trust  ia  created, 
irrevocable,  except  by  the  cousent  of  all  parties,  and  the  third 
person  has  an  actioa  against  the  debtor  for  tlie  money  {b) 

3.  An  agreement  to  pny  funds  which  will  only  be  rweived  at  a 
future  time  is  eqnally  bindiog  as  one  to  pay  fuuda  in  aetnal 
possession  (c) 

4.  If  the  third  person  becomes  informed  that  the  debtor  has 
been  directed  to  \r.\y  him  a  sum  of  money,  be  may  sue  iiim  for  it  {d) 

5.  Until  the  debtor  has  actually  paid  the  money  or  entered 
into  a  binding  agreement  to  do  so  iu  purBuaiice  of  tlie  antiiority, 
the  creditor  may  conutermand  the  dircctiun  and  demand  repay- 
ment of  the  mtmey  (e) 

{a)  Gibson  v.  Mimtf  2  Bing.,  7.  Brind  r.  Hamp^hire^  1  M,  & 
W.,  365 

(6)  WUliatm  T»  Everett,  14  Enst^  682.  Uodgmjn  Y.  Anderson,  3 
B.  A  C.  842.  Humphnijt  r.  DriantA  C  A  P.,  157.  Lilltj  v.  Haijt, 
BA.&  E.,  618.  Hutchituon  v.  tleyworth,  i)  A.  4^  E.,  375.  li'alktr 
V,  Ro»troHt  0  M,  &  W,,  411.  UttmiHon  v,  Spottiswoode,  4  Ex.,  200. 
FarUtf  V.  Turnrr,  26  L.  J.,  Ch.,  710.  Nobie  v.  National  Dticount 
GPm  5  H,  it  N.,  225.      GnJIln  r.  Wtath^rby,  L.  R,  3  Q.  B.,  768 

(c)  Walker  v.  Rost  rorit  i)  M.  A  W.  ,411.  Hamilton  v.  Sputtisicoode^ 
18  L.  J.,  Ck,  892,     Grifm  v.  Weathrrbij,  L.  R.,  3  Q.  B.,  753 

(<f)  £«rrt  V.  Carvalho,  4  My.  <fe  Cr.,  690.  36  A  37  Vict.,  {187:i),  o- 
60,9.25  $  11 

(e)  iVhitfieUi  v.  Savage,  2  B.  &  P.,  277.  Qibs<m  v.  itfin<f(,  2  Bing,, 
7,  Brind  v.  Hampahire,  1  M.  A  W.,  3C5.  Ifateoiw  v,  Sfo«,  5  Ex., 
COL    Morrdl  v.  Wotton,  IG  Beov.,  197 

On  Banking  Obligations 

43.  1.  A  banker  is  a  trader  whose  busioesa  consists  in  buy- 
ing money,  or  money  and  Debts,  in  exchange  for  which  he  gives 
hia  own  Credit 

2,  A  bunker  gives  his  Credit  in  two  forms — 
{a)  Ilia  own  Promissory  Notes 
(b)  (.'iT'dits  in   his   l>ooks,  tii*med   in  banking  language 
Deposits 
8.  Banking  Obligations  are  Bank  Notea,  Deijosita,  Che«jue8, 
Deposit  Hcccipts,  Lettere  of  Credits,  Bankers*  Dralls,  and  Circnlar 
Notes 

44.  No  banker  who  was  not  on  the  Cth  of  May,  1844,  la\r- 
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fully  issQiDg  liis  own  notes  ;  nor  any  banker  then  lawfully  iasoing 
his  own  notes  who  lius  become  bankrupt,  or  diacontinued  the  iaine 
of  bank  notes ;  nor  any  person  since  that  date*  may  become  a  party 
to  any  obligation  payable  to  bearer  on  demand,  in  any  {)art  of  the 
United  Kingdom 

7  &  8  Vict.  {iSU),  0.  32,  SB.  10,  11,  12.     17  &  18.  VicL  (18M), 
0.  83.  B.  II 

45.  No  banking  partnerahip  consisting  of  more  than  ten  (d) 
persona  in  London,  or  within  65  miles  thereof,  may  borrow,  owe, 
or  take  iip  in  Enghuid  any  Kiim  or  snma  of  money  on  their  billa 
or  notes  payable  on  demand,  or  at  any  less  time  than  six  mouUii 
from  the  borrowing  thereof  (b) 

{<i)  20  &  21  Vict.  (1857),  c.  40,  a.  13 
(b)  3&i  Will.  4  (1833).  0.  98,  b.  3 

46.  A  Bank  Note  is  defined  by  Statute  to  be—'*  Any  Bill, 

Dmft,  or  Note  (other  than  Notes  of  the  Bank  of  England)  which 
sliall  be  issued  by  any  banker,  or  the  agent  of  any  bauker»  for  the 
payment  of  money  to  the  bearer  on  demand,  and  any  Bill,  Drall, 
or  Note  so  issued,  which  shall  entitle,  or  be  intended  to  entitle, 
the  bearer  or  bolder  thereof,  without  indorsement,  or  without  any 
further  or  other  indoi-sement  than  may  be  thereon  at  the  time  of 
issuing  it,  to  the  payment  of  any  Bimi  of  money  on  demand, 
whether  the  same  shall  be  so  expressed  or  not,  in  whatever  form 
and  by  whomsoever  such  bill,  draft,  or  note,  fihall  be  dmwu  or 
made  " 

17  &  18  Viot  (1864).  e.  8d.  &.  11 

47.  The  following  estabUshments  only  may  iflBO^  oUfgattons 
payable  to  l)earer  on  demand  in  England— 

1.  The  Bank  of  England 

2.  Private  banking  firms  which  were  lawfully  issuing  their  own 
notes  on  the  6th  day  of  May,  1844,  and  which  huvc  not  beooiue 
bankrupt,  or  discontinued  such  i^sue  since  that  date 

S.  Joint  stock  banks  formed  tinder  Stat.  7  Geo.  4  (182G)| 
ifiidaing  their  own  notes  at  a  distance  not  less  than  65  adka  flXNB 
Loudon 

48.  The  following  provisions  relating  to  thij  iiBue  of  Kotet 

by  the  Bank  of  England  are  at  present  in  foroe^ 
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1,  Tlic  Bank  is  divided  into  the  banking  department  and  the 
iBsne  depart  men t 

7  Jits  Vict.  (1844),  B.  32.  a.  I 

2.  The  issue  department  creates  and  issnes  to  the  linking 
department  Notes  in  exchange  for  £ir),000,000  of  public  gecnritiea 
and  any  amount  of  gold  and  BJlver  coin  and  bnllion,  of  whrcU  tlie 
silver  coin  and  bnllion  must  not  be  moi-e  than  one-fifth  part 

7  &  8  Vict  (1844),  c.  32,  aa.  2.  3»  6 
8.  The  bulking  dejiartment  may  not  i^sue  notes  to  any  person 
whatever  except  in  exchange  for  other  notes,  or  sucli  as  they  have 
received  from  the  issue  department  in  terms  of  the  Act 

7  &  8  Vict  (1844),  o.  32,  8.  2 

4.  Any  person  may  demand  bank  notes  in  exchange  for 
standard  gold  bulhon  at  the  rate  of  £3  lis.  9d.  per  ounce 

l&B  Viot  (1844),  c.  32,  b.  4 

5.  If  any  banker  who  was  lawfully  issuing  his  own  notes  OH 
the  Gth  day  of  May,  1844,  ceases  to  do  so,  the  Crown  in  council 
may  authorise  the  Bank  to  increase  its  issues  on  pnblic  sccnritiea 
to  any  imioQut  not  exceeding  two-thirda  of  the  amount  of  notes 
withdrawn  from  circsulation 

7*8  Vict.  (184-4),  c.  32,  b.  6 

6.  So  long  as  the  Bank  pays  its  notes  in  legal  coin  on  demand 
they  are  legal  tender  of  jjayment  for  all  sums  above  £5,  by  all 
persons,  except  by  the  Bank  itself,  or  any  of  its  branches 

a&4Will.  4  (1833),  c.  98.  a.  4 

7.  Not<Jfl  issued  at  any  branch  of  the  Bank  must  be  made  \)aj' 
able  in  coin  at  that  branch  as  well  as  in  London  (a) :  no  branch 
may  issue  notes  not  made  payable  tbere  {b) :  and  no  note  not 
made  specially  payable  at  any  branch  is  liable  to  be  paid  there  {c) 

[a)  7  tt  8  Geo.  4  (182G),  g,  46.  b.  15 
{b)  3  *Sf  4  WUL  4  (1833).  o.  98,  b.  4 
{e)  3  &  4  WiU.  4  (1833).  c.  98,  a.  6 

8.  Bank  of  England  notes  may  circnlate,  and  be  offered  in 
payment,  but  they  ai*e  not  legal  tender  in  Scotland  (a)  :  or 
Ireland  (b) 

(a)  6  (&  9  Vict  (1845),  o.  85, 1. 15 
{b)  8  A  9  Vict.  (1845),  o.  87,  8.  6 

9.  No  person  except  bankers  lawfully  issuing  their  own  notes 
may  make,  sign^  issue,  or  re-issue,  any  promissory  note  payable  to 
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bearer  on  demand  in  England,  under  a  penultj  of  £20  for  eacb 
offence 

7  Geo.  4  (1526),  e.  6,  b.  3 

10.  No  per^n  luay  by  auy  art,  device,  or  means  wbatsocrer, 
publisli,  utter,  negotiiite,  or  transfer,  in  any  part  of  England,  anj 
proiaisHory  or  other  uote,  draft,  engagemeut,  or  umlertnking  ia 
writing  made  payable  ou  demand  to  the  bearer  thei*cof,  uud  being 
negotiable  or  transferable  for  the  payment  of  any  snm  of  money 
less  than  fire  ponnda,  or  on  which  less  than  the  sum  of  five  ponnds 
shall  remain  undischarged,  which  shall  have  l>een  made  or  issued 
or  shall  purport  to  have  been  made  in  Scotland  or  Ireland,  or  ebcs 
where  out  of  England,  under  a  penalty  of  not  less  than  five  nur 
more  than  twenty  pounds  for  each  offence 

9  Geo.  i  (1828),  c.  08,  s.  1 

11.  By  Sttifciite  7  Anne  (1700),  c.  7»s.  Gl,  no  banking:  partner- 
ship  exceeding  six  persons,  other  than  the  Hank  of  Enghuid^  might 
borrow,  owe,  or  take  up  any  sum  or  sums  of  money  on  their  UlU 
or  notes  payable  on  demuud,  or  at  any  Igjs  timo  than  >ix  montli;* 
from  the  borrowing  thereof 

12.  By  Statute  7  Geo.  4  (182C),  c.  49,  paitii<i:^nn<s  ron^iatjiig 
of  an  unlimited  number  of  memlK^rs  might  cany  on  the  bunueaa  of 
banking,  and  make  and  isaue  bills  and  notes  |myable  on  demand 
at  any  phicc  in  England,  exceeding  the  distance  of  C5  mllcd  fmrn 
London,  and  not  elsewhere,  and  bon^w,  owe,  or  take  up  any  sum 
or  sums  of  monuy  on  their  bills  or  notes  so  made  and  issuixl 

13.  Such  piirtnerslii|w  may  not  have  any  house  of  businis«  or 
cslabtishmeut  as  linkers  in  London,  or  at  any  place  not  cxceeditig 
05  miles  from  London 

7  Cleo.  4  (1826),  c*  46,  8.  1 

14.  Evory  member  of  such  partncrsliip  shall  bo  liable  for  aU 
mf )ney  borrowed,  froa^  the  time  he  became  a  memberj  and  for  all 
bills  and  notes  which  ai'e  duo  aud  unpaid,  or  which  bocorac  pay* 
able  alter  he  has  U^t^ome  a  member 

7  Geo.  4  {\H'2i\},  c.  40,  a.  1 

lA.  No  such  banking  compiiny  mny  issue  or  re-i8>4uo  in  Londou 

or  at  any  pliwe  not  exceecltng  C5  miles  from  Ijundon,  any  bill  iir 

note  |>ayablc  on  demand,  w  any  bank  post  bill,  nor  draw  opcm  ooy 

partner  nor  agent,  or  other  perdou?  ro«i<luut  within  Uiom  limitfi. 
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any  bill  of  uJtchaugc  payable  on  dfrnuud,  or  ior  h  less  amauiit  tbaa 
£bO,  under  a  penalty  of  £50  for  e^b  offence 

7  Geo,  4  (1820),  c,  46,  a.  2 
IG.  Sucb  bankinoj  company  may  draw  any  bill  for  any  sum  of 
£50,  or  upwards,  payable  in  London  or  els^wbere,  at  any  period 
after  date  or  after  sij^Hit 

7  Qeo.  4  (182G),  c  4ti.  B.  19 

17.  Sucb  banking  conipaiiy  may  not  l)orrow»  owe,  or  take  up 
in  London  or  at  any  place  not  exceetliiif^  r»5  miles  fruin  London, 
any  Bum  of  money  on  any  bill  or  promissory  note  purable  on 
demand,  or  at  any  less  time  tban  six  months  fvom  tlic  luirrouinjr 
thcrtMif,  under  a  penalty  of  £50  for  each  oflTonce  ;  but  they  may 
discount  in  London  or  elsewhere  any  bills  of  excbaut^e  not  drawn 
by  or  upon  them,  or  by  or  uixui  any  person  on  their  l^ebalf 

7  Goo,  4  (182C),  0.  46,  S3,  8. 19 

18.  All  bankj?  in  London  or  within  G5  miles  of  it^  niaj  dmw, 
accept,  or  indorse  bills  of  exchauge,  not  l>eing  paynhlo  to  bearer 
on  demand 

7*8  Vict,  (l8U),c.32,8. 11 

ID.  All  bank^  of  issue  existing  on  the  6th  of  May,  1844,  may 
continue  to  issue  an  amount  of  notes  not  exceed  iny:  on  an  a  venire 
of  four  weeks,  such  an  avcmgc  sum  as  they  were  issuing  during 
the  12  weeks  preceding  the  27th  April,  1844,  certified  by  the 
Commissioners  of  Stamps  aud  Taxes 
7  &  8  Viot.  (Id44).  c.  n,  B,  13 

20.  If  any  two  or  more  banks  of  issue  liccome  nnitcd,  sach 
nnited  bank  may  coutiune  lo  issue  the  aj^'gregatc  average  amount 
of  notes  circulated  by  the  separate  bunbi,  provided  the  united 
bank  does  not  exceed  ten  (1)  persona 

7  dfc  8  Ticl.  (lB-t4).  c.  32,  8.  17 
(1)  20ife  21  Vi»t.  (1857).  c.  4y 

21.  If  any  banker  in  liia  monthly  average  exceeds  hia 
authoriaed  issue,  he  is  to  forfeit  the  exwas 

7  <*  8  Viet.  (1844),  c,  32.  a.  17 

22.  Every  bank  of  issue  must  send  to  the  Commissioners  of 
Stamps  and  Taxes,  weekly,  an  account  of  its  issues,  shewing  the 
utn(junt  of  its  notes  in  circulation  on  every  day  of  the  preceding 
week,  and  also  the  average  during  the  w  eck ;  and  at  the  end  of 
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erery  period  of  four  weeks,  a  gUtement  of  ibe  aTefage  aniotml 
of  the  «aid  fonr  weeks,  along  with  the  autliorised  amoftnt,  dnlj 
irerificdt  in  the  case  of  a  private  banker,  bj  the  signature  of  the 
lianker  or  hh  cashier ;  and  in  the  case  of  a  oompanj  or  pmtiicr- 
ship^  by  the  sigDattire  of  the  managing  director,  partner,  or  diief 
cashier.  Any  neglect  or  refusal  to  render  sacli  an  acxjonnt,  or  a 
false  retnm,  incars  a  penalty  of  £100 

7  «St  8  VicL  (1844),  c  3i,  s.  18 

2S.  All  existing  banking  companies  may  register  themscYtft 
noder  the  Limited  Liability  Act,  1858,  npon  giving  30  days* 
notice  to  each  of  their  customers 

tl  &  23  Vict.  (1858),  c.  91,  i.  I 

49,  If  there  be  Berezftl  partnera  in  a  country  bank  of  issue, 
the  right  of  issue,  on  the  death  of  the  other  piirtnere,  belong* 
exclusively  to  the  surviving  partner 

Smith  T.  Everett,  S7  Beav.,  UA 

50,  1.  Tender  of  payment  in  country  bank  notes  h  good,  if 
not  objected  to  on  tliat  account  (a) 

2.  Even  if  a  banker  tender  his  own  notes  which  are  afUTwards 
difthonoared  (b) 

(a)  Vemon  v.  Bouveriet  2  Show.,  296.  Taael  ▼.  LewU,  Ld.  EaTm^ 
743.  Ward  t.  Bvan$,  2  Ld.  Rajm,,  298.  Potghm  t,  Oliver,  2  Tyn, 
89.  OweTvon  v,  Mor»e,  7  T-  R.,  64.  Loekyer  t.  JotUM,  Peako,  289. 
Tiley  V.  CuurtUr,  2  C,  «lk  J,,  6n.  Piekard  v.  BanktM,  18  EmU,  2a 
Shipton  V.  Canon,  S  V.  &  B,,  130.  Clarkt  v.  Sfue,  I  Cowp.,  ia7 
{h)  Guardiant  of  Lichfield  Union  v.  Green,  1  H.  ^  N.,  884 


61.  1 .  If  comitry  Imnk  notes  be  taken  in  payment  of  goods 
at  the  time  of  the  sale,  and  as  part  of  the  contract,  so  that  no  debt 
is  created,  and  without  indorsement,  the  vendor  takes  them  at  his 
own  risk,  and  baa  no  remedy  agiiinst  the  tranitferor^  if  the  banker 
fails  before  he  obtains  payment  of  them 

2.  But  if  the  iranfiferor  knew  at  the  time  he  offeri'd  the  noM 
in  payment  that  the  banker  had  failtd,  he  is  liable 

3.  But  if  the  note  be  taken,  not  at  the  time  of  the  exebai^e, 
but  in  payment  of  a  pre-existing  debt,  however  sliort  a  period  bae 
ckpaed  between  the  creation  of  the  debt  and  the  teoder  of  ibe 
noies,  if  the  transferee  presents  the  notes  within  due  timo,  and 
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finds  that  the  Iwiakor  lias  failed,  and  gives  due  notice  of  dishonour 
to  the  tmmfei'or,  he  may  demand  payment  of  his  origiual  debt 

Vernon  7.  liouverie,  2  Show.,  296.  Cookmy  v.  Bonverie,  2  Show., 
896.  Ward  v.  Evann,  Ld.  Bftym.,  928.  Moore  v.  Warren,  1  Stra., 
415.  Hulme  v.  Hurry,  I  8lra.,  A15.  Turner  v.  Meade,  1  Strft.,  416. 
Mmmaring  v.  IJarrUon,  1  Stra,,  608.  Hotmrd  v.  i;<infe  of  England^ 
I  Stra.,  550.  Camidge  y.  AlUnhy,  6  B.  A  C,  373,  Jit)<?tfr*  y.  Lang- 
ford,  10.&  M,,  (J37.    Rob<fon  v.  Oiti7<rr,  10  Q.  B.,  7o4 

52,  1.  If  a  customer  pays  into  his  acconnt  with  his  banker, 
the  notes  of  another  banker,  for  which  his  banker  gives  liim  eitlier 
credit  h\  aeconnfc,  or  a  dejx>8it  receipt ;  aod  if  the  banker  on  duly 
presenting  the  notes  for  payment  finds  that  the  banker  who  issued 
them  has  failed,  and  if  he  gives  due  notice  of  dishonour  to  hia 
customer,  he  may  wuicel  tlie  credit  (a) 

2.  But  if  instead  of  demanding  payment  of  the  notes  he  takes 
a  credit  in  account  with  the  banker  who  issued  the  notes,  that  is 
equivalent  to  payment,  and  he  is  liable  to  his  customer,  if  the 
other  banker  fails  (b) 

(a)  Timmim  v.  Gibbons,  18  Q.  B.,  723 

(6)  Gillard  V.  Whe,  5  B.  dk  C.    134 

53.  If  one  person  changes  a  bank  note  as  a  favour  for  another, 
and  if  on  duly  presi.'utiiig  the  note  for  payment  he  finds  that  the 
banker  has  failed,  and  if  he  gives  due  notice  of  dishonour  he  may 
deraaTid  back  his  money 

Boger^  V.  Langford,  1  0,  A  M„  S37.  Turner  y,  5tofi«,  1  D.  & 
L.,  122 


54.  L  Bank  notes  made  payable  at  a  particular  place  must 
be  presented  there  for  payment,  to  enable  the  holder  of  them  to 
stte  the  maker  (a) 

2.  Even  if  the  Imnker  is  notoriously  insolvent  and  has  closed 
his  place  of  business^  that  \nlt  not  excuse  the  want  of  present- 
ment (b) 

3.  But  lietween  third  parties,  if  a  banker  has  become  notoriously 
insolvent  and  has  closed  his  place  of  business,  presentment  of  hia 
notes  there  is  not  necessary  to  charge  the  transferor,  if  the  trans- 
feree is  informed  of  the  banker^s  8loj)page  of  payment  within  the 
time  limited  for  presentment,  and  given  notice  of  dishonour  to 
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the  tran^eror  within  reasonable  time  alter  lieing  infurmed  of  the 
fact  (c) 

4.  And  reasonable  time  for  notice  of  dishonour  is  not  neccsBonlx 
limited  to  the  time  for  presentment  for  payment  (rf) 

(rt)  Sand^rtoH  t.  Bovit,  11  Etst.»  500.    Dickiman  ▼,  B<>ir«v,  lA 

East.,  110.    Bi>wf$  T.  Howi,  6  Taiuit,  W,    DutUntortk  ▼.  torrf 

Despencer,  3  M,  A  S,,  ISO.    Emhlin  ▼.  D4ffnW/»  13  M-  4!t  W.,  830. 

SjiindUr  V.  GrdUt,  1  Ex.,  38i.    5a wd*  t.  Cirtr/;^,  8  C.  B..  7Sl 

(6)  Btfwe*  V.  ifoK?^,  5  Tftunt,,  30,     Sundt  y,  C^uily,  8  C.  B.,  7^1 

(c)  Htndenon  v.  Ajrpleton,  Chit,,  8th  od.,  j>.  S88.    Joitt^r  ▼.  SI^imi, 
1  D.  A  L.,  122.     i2ofefOii  V.  07ir<T,  10  Q.  B-,  701 

(d)  Bohnon  y,  0^r«*r,  10  Q.  B.,  704 

55.  If  country  hank  notc-i  are  ^iven  rn  payment  to  a  servant, 
EiiL'h  acceptance  by  the  servant  does  not  bind  the  master,  and  he 
\\wA  fall  time  to  present  tliem  for  payment  after  he  has  reoaiv^d 
them  from  his  servant 

Ward  s.  Evan*,  2  Ld.  Raym.,  928,    JavuM  t,  Uoldiuh,  8  D.  a 
B.,  40 

56.  If  jmyment  for  floods  ho  made  in  country  IxinK  not<^, 
ai)d  the  hanker  faiU  Ix'fore  deUvery  of  the  goc»d^,  the  vendor  may 
retain  them  if  not  sent,  and  has  the  right  of  Btoppnge  i>i  transitu 

0»«mon  V.  Mont,  7  T.  B.,  64 

57.  If  a  l^rion  pays  his  acceptance  by  QOte  in  whidi  he  hat 
no  properly » it  is  no  payment,  and  he  is  still  liable 

Mdtmin  t,  Cary,  1  Ltitw.,  277 

58.  A  hank  note  made  payable  at  two  places  may  be  prownted 
at  either,  and  if  payment  be  refused  at  once  it  is  no  iMhes,  <>tcii 
thongh  it  mit^ht  be  more  convenient  to  present  it  at  the  othisr 
where  it  would  have  been  paid 

BeechiHff  t*  i7wer,  Holt,  N,  P.»  813 

69.  1.  The  holder  of  conutry  bank  notes  mnst  circnlato  them 
or  present  them  for  ]»tiyineiit  within  banking  hour*  (a),  of  the 
next  day  after  he  nan  reci^ved  them,  if  the  hanker  Uvea  in  tbe 
gariie  place,  to  charge  tljc  traasferor  if  the  hanker  fails  (A) 

2.  If  the  banker  ltve.$  in  a  different  place,  he  mutt  ixunsmil 
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tliem  for  payment  by  tlie  post  of  the  next  day  after  he  bos  received 
them  (c) 

8.  The  receiver  has  all  the  hanking  hours  of  tho  next  day  after 
he  lias  received  them  to  present  tliLin  for  payment  (c) 

4.  The  sender  may  cut  tlic  notes  iu  1ml ves,  and  send  one  set  of 
lialves  the  day  after  ho  lias  received  them,  and  the  second  set  the 
day  after  that  (e) 

5.  The  time  for  the  receiver  to  present  the  notes  for  payment 
d<XiS  not  l)t^gtn  to  nin  nntil  he  ha^  reeijivtd  the  second  set  of 
halves  (c) :  the  sender  has  not  parted  with  the  property  of  the 
notes  until  he  has  sent  the  second  set  of  lialves  ;  and  nntil  he  has 
done  that  he  may  reclaim  the  fir^t  set  of  hakes  (//) 

6.  Sunday,  Christmas  day,  Good  Friday,  a  pnl>lic  fast  or 
thaukBgiving  day  ;  or  a  day  on  which  a  man  is  forlndden  by  his 
religion  to  transact  secular  business  (e);  bnt  not  a  bank  holiday 
(/)  ;  arc  not  counted :  therefore,  if  a  man  receives  a  bank  note  on 
such  a  day»  he  has  till  the  second  day  after  to  present  or  transmit 
it  for  payment  (//) 

'  (a)  Parker  V,  Oordon,  7  East.,  886.  Elfard  \.  Tccd,  1  M.  &  S., 
2d.  Jamuon  r.  Swinton,  2  Taunt.,  221.  Whitaker  v.  Bank  of 
England,  1  0.  M*  A  U.,  7U 

{b)  Manicarinp  v,  Harritou,  1  Stra.,  608.  Medcalf  v.  Ball,  3 
Dong.,  113.  Appleton  v.  Sicci'tappU,  3  Doug,,  137.  iiofcjron  v. 
Pennet,  2  Taunt.,  388.    Tiick/ord  v.  Bidge,  2  Canip.,  537.    lieeching 

V. ,  Holt,  N.  P.,  3ir>.     WilUnmi  v.  Smith,  2  B.  A  Aid..  496. 

Hoddivffton  V.  Schlrneker,  4  B.  &  Ad.,  752.  Pockliitffton  v.  Sylvfttert 
aiitty,  9th  ed.,  p.  385.  Mouie  v.  Drown,  4  Bing.,  N.  C,  2GG.  Hart 
V.  Ih-nty,  10  C.  B.»  N-  S.,  65 

{€)  WWiamf  v,  Smith,  2  B.  ifc  Aid.,  4yG 

[d)  Smith  V.  Mutidy,  2  E.  &  B.,  22 

(t?)  Undo  V.  UntwoTth,  2  Ciimp.,  GO^ 

(/)  31  Vict.  (1871),  0.17 

(//)  Toxatt  V.  Lewin,  1  L*l.  Ilnjm.,  743. 
42.    7  &  8  Geo.  4  (1827),  c.  16 


SO  d'  CO  Geo.  8  (1800),  c. 


On  Cheques 

60*  1.  The  relation  l)el\vcen  a  hjinker  and  liis  customer  on  an 
ordinary  hanking:  account  is  tJiat  of  simple  dtbtor  and  cix^ditor  i 
and  not  that  of  Irnstec  and  cfsfui  qm  trmt 

2.  Money  paid  liy  a  customer  to  a  banker  liclonga  aheolately 
to  the  banker ;  it  is  a  Mutuumf  or  Loan,  and  not  a  LkjiosHum^  or 
Bailment 
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8.  In  exchange  for  die  iDocitij  the  butlder  giTcs  his  emtoiiicr  n 
Crodity  or  a  right  to  deniand  «a  eqm]  sum  of  moaej  with  or 
irithoQt  notice 

VgmoM  r,  BamUtf^  3  T.  R.,  113.  Carr  y.  C*ffr,  I  Men?.,  SUn. 
5Z<>/cJi'«  ea44!,  1  Mcr.,  560.  Sinu  ▼.  Bon^  $  B.  A  AiL,  891.  XlasA 
of  England  r.  Andtrton^  3  Biiig.*  N.  C,  560.  Tity  ior  v.  royX^r,  I 
Jur..  401.  Gavni  t.  Taylor,  2  Ham,  113.  Fol^  r.  HtU^  a  B.  L. 
Oft.,  81.  ral(4  V.  CJ^riifiV,  U  Bear.,  546.  £x  ^r«€  ITcK^,  a< 
L.  J.,  Ch.,  151 

61.  A  Credit  ia  a  banker's  books  in  faTour  of  a  costomtar*  U 
in  lianking  langiuige,  t^imed  a  Deposit 

Banking  Credits,  or  ileposito,  are  of  two  sorts — 

1,  Where  the  cnstomer  has  the  ri^ht  of  reqniring  lepajroent 
of  hifi  money  without  notice.  This  kind  of  a4:*<x>wnt^  in  banking 
language,  is  toiined  a  Drawing  or  Current  Account 

2,  Where  the  cnstomer  agreee  not  tu  demand  aiHi^TDctit  with- 
out a  certain  notice.  This  account  in  booking  language  ia  termod 
a  Deposit  Account.  In  exchange  for  the  money,  the  banker 
gives  his  cuBtomtr  a  receipt,  termed  a  Deposit  Beceipt  con^ 
taining  the  terms  of  the  contract 

3,  Formerly  these  deposit  receipts  were  what  was  termed  non- 
negotiable.  They  were  made  payable  to  the  costomer  himflelf 
only*  and,  consequently,  if  the  cnstomer  transferred  his  dejn  ^it 
receijit  to  any  one  else,  the  transferee  could  not  sue  Uie  banker  nC 
Ijaw  in  bis  own  name,  though  he  might  in  the  name  of  the  traos- 
feror ;  but  he  miglit  sue  him  in  E<jnity.  But  since  the  Supremo 
Court  of  JiidieaLurc  Act,  which  enacts  that  tlie  rules  of  E^juity 
bIiuII  pre-vail  over  those  of  Conimon  Lnw,  a  Deposit  Receipt  is 
transferable  as  a  Bank  Note  or  a  Checiue 

62.  A  Credit  in  iMMX>unt  or  Dcpoeit,  if  taken  instead 
money,  is  good  payment 

Gillard  V.  Wiu,  6  fi.  d  €.,  lU 

B^,     I.  If  a  customer  leaves  a  deposit  or  balance  on  his 
without  operating  on  it  for  six  ycai-s*,  the  Statute  of  Limitations 
ftpph<»,  and  the  banker  ia  not  liable  (a) 

But  if  the  banker  enters  up  interest  to  the  credit  of  bia 
oostomer,  that  will  save  the  statute  {b) 
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(a)  Pott  7.  CUgg,  16  M.  &  W.,  821.  Folty  y.  BilU  2  H.  L  , 
Ca.,  39 

{h)  9  Geo.  4  (1828),  c.  U»  8. 1.  Bamfitld  v.  Tupper,  7  Ex.,  27. 
Betrhj  v.  Grtemlade,  2  C.  &  J.,  61 

64.  A  De|xisit  or  Bulance  on  a  lumkinc^  account  passes  by 
will  imder  the  woitls  "all  his  rciwly  money"  {a) ;  "  sill  debts  due 
to  him  "  {b)  I  but  not  nndcr  **all  his  stock  in  trade ''  {c) 

(u)  Vauftf  T,  Rnjmldr,  6  Russ.,  113.  Taylor  v.  Tmjlor,  1  Jur.,  401. 
Parktr  v.  Marehant,  I  Phil.,  356.  Manninif  v.  PurceU^  2  Sm.  <S( 
Gil.,  293 

(D)  Carr  v.  Carr,  I  Mer.,  561n 

(c)  Stuart  V.  3/arguw  of  Bute i  11  Ves.,  666 

65.  An  Ordur  on  a  drawing  acconiit  at  a  banker^  payable 
to  any  pemon,  or  *'  bearer,  or  "  order,"  on  demand,  is  in  riiodum 
comniei'cial  language  nsually  termed  a  Che  quo 

66. •  A  Ohofiue  is  a  bill  of  exchange  drawn  on  a  banker  pay- 
able on  demand 

Except  aa  otherwise  provided  in  this  part,  the  provisions  of 
tbiB  Act  applicable  to  a  bill  of  exchange  payable  on  demand  apply 
to  a  checpic 

Subject  to  the  provisions  of  this  Act — 

1.  Where  a  che(|ne  is  not  presented  for  payment  within  a 
reasonable  time  of  its  issue,  and  the  drawer  or  the  poi-son  on  whose 
accomit  it  is  drawn  had  the  right  at  the  time  of  such  prc.'w^ntment 
as  l)etwcen  him  and  the  banker  to  have  the  cheque  paid  and 
Buffers  actual  damage  through  the  delay,  he  is  disobarged  to  the 
extent  of  such  damage,  that  Ls  to  say,  to  the  extent  to  which  such 
drawer  or  person  is  a  creditor  of  such  banker  to  a  larger  amount 
than  he  w^ould  liave  beim  hiid  such  cheque  i>een  pmd 

2.  In  determining  what  is  a  rcasoualile  time  regard  shall  be 
had  to  the  nature  of  the  instrument,  the  usage  of  tnide  and  of 
bankere,  and  the  facts  of  the  particular  cnse 

8.  The  holder  of  such  cheque  as  to  which  such  drawer  or 
person  is  discharged  shall  be  a  credit<ir,  in  lieu  of  Hiidi  drawer  or 
peri^n,  of  such  linker  to  the  extent  of  such  dischai*ge,  and 
entitled  to  recover  the  amount  from  Inm 

67.    By  the  General  Stamp  Act  {a)  drafts  or  orders  for  the 
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payment  of  money  to  bearer  on  demand  were  exempted  from  stamp 
duty,  provided  that — 

1.  They  were  drawn  upon  a  banker  or  a  person  acting  as  a 
banker 

2.  The  place  where  they  were  drawn  did  not  exceed  15  (b) 
miles  from  the  banker's  place  of  residence 

8.  The  place  where  they  were  drawn  was  truly  stated  on  them 

4.  They  were  issued  on  the  day  or  the  day  after  they  were 
dated 

5.  The  payment  was  directed  to  be  made  in  money,  and  not  in 
bills  or  notes 

(a)  55  Geo.  8  (1815),  o.  184,  sohed. 

(b)  9  Geo.  4  (1828),  o.  49,  s.  15 

68.  The  stamp  duty  on  any  draft  for  the  payment  of  money 
to  bearer  or  to  order  on  demand,  or  at  sight  or  presentation  is  one 
penny 

88  &  84  Vict.  (1870),  o.  97,  s.  50 

69.  Every  person  who  makes  or  issues  an  unstamiied  draft 
violating  any  one  of  the  previous  conditions,  is  liable  to  a  peualty 
of  £100  ;  every  one  knowingly  taking  it  to  a  penalty  of  £20 ; 
any  banker  knowingly  paying  it  to  a  penalty  of  £100 ;  and  he  is 
not  allowed  it  in  account  against  the  persons  by  whom  or  for  whom 
it  was  drawn,  or  any  person  claiming  under  them 

55  Geo.  8  (1815),  c.  184,  s.  13 

70.  1.  If  any  person  remits  an  unstamped  draft  payable  to 
bearor  on  demand,  drawn  upon  a  banker,  to  any  place  more  than 
15  miles  distant  from  the  place  where  such  draft  is  payable,  or 
circulate,  negotiate,  or  receive  in  payment  snch  a  draft  in  such  a 
place,  he  shall  forfeit  £50  (a) 

2.  But  if  it  be  duly  stamped  it  may  be  remitted  to  or  circulated 
and  negotiated  in  such  a  place  (b) 

(a)  17  &  18  Vict..  (1854),  o.  83,  b.  7 
{h)  17  A  18  Vict.  (1854),  o.  13,  8.  8 

71.  1.  The  penny  stamp  on  such  a  draft  may  be  either  im- 
pressed on  the  paper  or  adhesive :  and  may  cither  be  a  draft  or  a 
receipt  stamp  (a) 
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2.  If  tho  stamp  used  be  adhesive^  the  pei'son  who  signs  tlie 
draft  must,  before  he  issnea  it,  cancel  or  obliterate  the  stamp  hj 
miting  bis  name  or  initials  over  it*  under  a  penalty  of  £10 

(a)  17  &  18  VicL  (1851),  c.  83,  8.  10 
{h\  33  A  84  Vict.  (1870),  c.  97,  a.  21.  g  3 

72.  The  penalty  for  issuing  an  unstamped  chefine  on  a 
banker  is  the  same  as  issuing  nu  mistanii>od  bill  of  exchaugo 

21  A^  22  Vict  (lti58),  0.  20,  a,  2 

73.  1,  If  any  draft  or  order  subject  to  the  penny  stamp  duty 
comes  unstamped  iuto  thu  liands  of  a  bunker,  be  nmy  affix  the 
fitump  and  cancel  it,  aud  f>ay  the  draft  and  charge  the  duty  against 
the  person  liable,  or  deduct  it  from  the  sum  payable 

2,  The  draft  is  then  good  aod  valid,  so  far  as  it  relates  to 
the  stamp  duty,  V»ut  it  docs  nut  relieve  the  person  who  issued  it 
nuataniix'd  from  the  penalty 

Sa  &  U  Vict.  (1870)»  c.  97,  e.  £4,  $  S 

74.  A  draft  or  order  fur  payment  sent  or  delivered  by  the 
drawer  or  maker  to  the  banker  or  person  acting  as  such,  hy^  or 
through,  whom  the  [ja}ment  is  to  be  mmlo,  aud  not  delivered  to 
the  iKrrsou  to  whom  tla*  payment  is  to  lie  nuule,  or  to  any  person 
on  his  behalf,  rc^piin-^  a  penny  stamp  and  may  be  post  dated 

33  &  31  Viot.  (1870),  c,  91,  9.  48,  §  3 

75.  If  a  draft  or  order  be  duly  stamped  previously  to  mna, 
whether  it  be  payable  to  bearer  or  order  on  demand,  it  may  1^ 
drawn  at  or  remitted  to  any  distance  from  the  place  of  payment ; 
it  may  be  drawn  upon  any  person  and  i-equirea  no  place  nor  date 
npou  it 

10  &  17  Vict.  (18&3),  e.  59,  sohed. 

76.  Kit  be  issued,  stamped,  and  post  dated,  or  tlatcil  on  a 
day  8ubse(juent  to  its  issue — 

1. — If  the  cheque  be  payable  to  bearer ^ — 

(1,)  It  is  wholly  void  in  the  bauds  of  all  piiiiias  cognisant  of 
the  facts;  it  cannot  be  given  in  evidence  in  any  proeeediug  in  law 
or  equity  to  establish  a  valid  contract  between  them  (a) 
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(2.)  But  it  is  valid  in  the  hands  of  an  innocent  indorscfj  for 
value  who  was  not  aware  of  the  facta  (b) 

(3.)  If  a  banker  pays  auch  an  instrument  without  knowicjf 
the  facts,  the  payment  is  good  (e) 

(i.)  It  may  Ik*  used  in  evidence  to  prove  a  fraud  (rf) ;  or  ia 
any  crimiual  proceeding  (e) 

{a)  31  Geo.  3  (1791),  c.  25,  s,  19.  Alien  v.  AVnr*,  1  EmL,  435. 
Whitwell  V.  Bttinftt,  9  fi.  A  P..  559.  Swan  r.  Bhtir,  a  CI.  ^  Fia^ 
610.  SerU  v,  Norton ,  9  M.  A  W-,  309.  I>nn»fmd  v.  C'liHnri*,  1  F. 
A  F.«  702.  Olip^  T.  Mortimer,  2  F.  &  F.,  TCi.  Jtt«fiji  t.  Buny^srd^ 
e  B,  &  S.,  087 

(&)  FFiUtdfiM  ▼.  Jarrett,  5B,A  Ad.,  33.  Juftfn  v.  Bun^ard,  6  Q. 
A  S.,  687 

(c)  VraMon  T.  P<»tfZitpii,  15  Jar..  I,1U 
(tiQ  ^aljon  ▼.  PouUon,  15  Jar.,  1,111 
(<)  17  A  18  Vict.  (1B5^)»  c,  83,  B.  27 

2. — If  the  cheque  be  payable  to  order^ 
(1.)  It  is  a  valid  instranicnt  and  may  b©  received  in  evidence 
(a) ;  and  should  be  paid  by  a  banker  at  its  date,  even  though  Imj 
knew  it  to  be  post  dated  {I) 

(2.)  But  the  issuer  is  liable  to  a  penalty  for  iasoing  a  bill  not 
duly  stamped  (c) 

{a)  Keu  ▼.  Maihia9, 8  F.  A  F.,  279.     H'hUtltr  ▼.  FonUr.  U  C,  B, 
N.  8.,  248 
(b)  EnMnuel  v.  RobarU,  17  L.  T.,  N.  S.,  e44t 
{e}  55  Goo.  8  (1816),  o.  184.  b.  11*   SI  A  38  Tlot.  (1858)»  e.  90, 1. 1 

77.  A  post  dated  cheque  drawn  by  a  member  of  a  (inn  who 
has  no  \)OWQV  to  biud  his  [Mirtner  by  bill  is  aliwoliitcly  void  in  Uw 
hands  of  a  person  cognisant  of  the  fact,  whether  it  Ixj  payable  to 
beivrer  or  to  order 

Filter  V.  Maekreth,  L.  R.,  2  Eq.,  103 

(2,)  A  banker  who  accepts  or  ett(^g<«  to  pay  a  cheque  ami 
include  such  cheques  in  tlte  return  of  his  issue  of  noted 

7A8  Vkt.  (1844).  c.  32,  s.  11 
17  A  18  V*rl,  (lRi',4),  c,  fia,  8.  11 

76.  I.  By  the  custom  of  bankers,  the  contract  betiv^eii  a 
liftuker  and  his  customer  having  an  ordinary  drawing  or  current 
account  with  him,  is  to  jmy  on  demand*  either  to  him  or  to  any 
one  else  to  Mhnm  his  customer  may  iiHsljri]  them,  wjiatever  fundi 
he  may  have  at  his  customer's  credit,  within  n  reasonable  time 
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atUiT  he  has  received  them,  and  to  accept  his  customer's  bills  to 
that  amouQt  (a) 

2*  By  tlie  custom  of  liaiikurs*  iK)Sficssion  of  fnuds  is  equivalent 
to  acceptauce,  and  adraission  of  fimds  is  a  legal  acceptance  of  a 
cheque  dmwri  by  a  customer  (b) 

3.  A  verbal  promise  to  pay,  or  a  collateral  writing  promising 
to  pay,  or  any  mark  such  as  initials  placed  on  a  cbeqac,  the  well 
understood  meaning  of  which  h  a  promise  to  pay,  is  a  legal  ac- 
cept ance  by  a  banker  having  funds  of  his  customer 

4.  The"  Acts,  1  &  2  Geo.  4  (1821),  c.  78,  s*  2,  and  19  &  20 
Vict.  (1856),  c,  97,  s.  <J,  requiring  the  acceptance  of  a  bill  to  be  in 
writing  on  the  bill,  do  not  apply  to  tlie  promise  of  a  banker  to  pay 
a  cheque,  having  faiids  of  his  custumer 

(a)  Manetti  v.  Wilihm*,  1  B.  dk  Ad.,  415,  Swan  y.  Bank  of 
SeotUmtl,  2  Mont.  &  Ayr*,  656.  Foley  w  Hill,  2  II.  L.,  Ca.,  28, 
WatU  v»  ChrhlU,  11  Beav.,  646.  Jiobart^  ▼.  Tttckcr^  16  Q,  B.,  660. 
Rclin  V.  Steward,  14  C.  B.,  695 

{b)  Stevens  v.  IJili,  6  Eap.,  247,  Ardem  v,  J^aim^y,  5  Eap.,  254. 
Jictbtton  V.  Ifeimett,  2  Taunt.,  388.  KiUhy  v.  IVillHim*,  5  B.  &  Aid., 
816-  George  v.  Surrey,  I  M.  J:  M.,  516.  Doyd  v.  Eufemon,  2  A,  <S! 
E.,  184.  MarietH  t.  WUUanu,  1 B.  <fc  Aid.,  415.  HobarU  y.  Tucker, 
16  Q.  B„  670 

79.  1.  A  cheque  is  payment  unless  dishonoured,  and  tender 
of  payment  by  cheque  is  gwd,  unless  objected  to  on  that  account 

2.  A  cheque,  to  be  good  tender,  must  Vje  unconditional ;  and  if 
the  creditor  refuses  it  an  being  conditional,  he  may  commence  an 
action  aguinst  the  debtor  before  he  returns  the  chetjnc  (b) 

5.  But  the  fact  of  a  cheque  being  dmw^n  in  favour  of  any  one  is 
no  proof  of  payment,  as  it  may  Ikj  drawn  in  any  one's  name  :  there 
must  be  evidence  tljat  the  muuey  came  into  the  creditor's  liands, 
08  bj  bis  indorsement  (c) 

4.  A  cheque  is  not  evidence  per  se  of  a  loan  from  the  drawer  to 
the  payee  (1) :  nor  to  estabhsh  a  set-uff  (2) :  nor  of  a  loan  from 
the  drawee  (a  banker)  to  the  drawer  (3) :  without  further  evidence 
of  the  circumstauceM  under  which  it  was  given  {(i) 

6.  But,  if  a  debt  be  proved  to  have  existed  between  the  drawer 
and  the  payee,  a  cheque,  though  not  gifen  directly  by  the  drawer 
to  the  payee,  if  i>roved  to  Ijave  passed  through  the  payee^s  hands 
and  been  [*aid  to  him,  ifi  prinut  facie  evidence  of  the  payment  of 
tlio  debt,  unless  contradicted  by  collateral  evidence  (^J 


513     THEOKT  AYD  rRACTICB  OF  BAXKIXG 

443.    B^<a  T.  UiZI,  S  Coip^  381 
{h)  H««fJbT.  ir«y,  4  A.  A  E^  9^1 

{c)  Eff  T.  B«nvtf,  3  E«p^  1«.    C«/f  t.  Grrruk^  4  Eapu,  9 
(^    (1)  Cofy  T.  G^rriiJk,  4  Esp^  9.    Uoyd  r.  Ssmditnmit,  Gcv. 

15.    P<«ifer  T.  i>aru,  1  Mo.  A  Bob.,  36» 

(2)  Awhrrt  T.  r«2i&,  4  Taant..  f» 

(3)  FUUker  ▼.  Mawmimg,  13  L.  J.,  Ex.,  ICO 

(e)  £^^  T.  Banutt,  3  Esp.,  19<L    Mommtford  t.  Harper,  16  U.  ± 
W.,825.    BonrWlT.5atlA,6C.AP.,60 

80.  When  a  costomer  has  placed  secoritiea  in  the  hands  of 
his  banker,  and  is  allowed  to  draw  against  them  in  a  ootain  vdl- 
nnderstooJ  waj,  the  banker  cannot  change  Uie  osoal  coarse  of 
deab'ng,  and  dishononr  his  cnstomer^s  cheques  without  giving 
him  notice 

Cummimg  t.  Shamd,  5  &  A  N.,  95 

81.  A  banker  who  pays  a  cbeqne  mnst  cancel  it  hj  crossing 
oQt  the  drawer's  signatnre,  nnder  a  penalty  of  £50 

55  Geo.  8  (1815),  e.  184. 1. 19 

82.  Paid  cheques  are  the  property  of  the  drawers,  who  may 
demand  them  back  at  any  time:  unless  they  be  oTerdrafts,  for 
then  the  banker  has  a  right  of  action  on  them 

Partridge  ?.  Coates^  1  By.  A  Mo.,  156.    Burtom  T.  Payjie,  9  C.  ift 
P.,  520.    Reg,  v.  WatU,  2  Den.  C.  C.  B.,  14 

83.  No  ciieque,  draft,  or  order  for  the  payment  of  money, 
drawn  by  any  person  or  accountant  authorised  to  draw  for  the 
public  service,  is  payable  at  the  Bank  of  Eoglaod  after  3  p.ni. 

i&5  Wm.  4  (1834),  c.  15,  8.  21 

84.  1.  If  a  banker  cancels  the  drawer's  signature  to  a  cheque, 
and  if,  1)oforo  actual  payment,  he  discovers  any  reason  why  he 
should  not  pay  it,  he  may  withhold  payment  (a) 

2.  But  if  the  money  be  actually  paid  over  to  the  presenter  of 
the  cheque  in  mistake,  the  property  in  the  money  is  gone  from 
the  bunker,  and  he  cannot  retake  it  {b) 

(a)  Fernandey  v.  Glynn^  1  Camp.,  426 

(6)  Chambtrt  v.  Miller,  18  C.  B.,  N.  S.,  125 


LAW   OF   CREDIT,    BILLS   AND   NOTE3 


513 


85.  Cheques  may  be  taken  in  execution 

1  A  2  Vict.  (1838J,  o,  110,  8.  12.    Watt*  V.  Jefertfett  8  Mac.  A 
Gor.,  422 

86.  1.  If  a  cheque  payable  to  order  bears  an  indorsement 
purporting  to  be  that  of  the  payee,  the  banker  is  not  bound  to 
inquire  into  its  genuineness  :  and  an  indorsement  by  procuratiun 
18  within  the  meaning  of  the  Act  (a) 

2.  But  if  any  other  banker  cashes  it  for  the  bearer,  or  gives 
him  credit  for  it,  and  obtains  payment  of  it  from  the  banker  upon 
whom  it  is  drawn,  he  will  be  liable  to  the  drawer  (b) 

{a}  10  &  17  Vict.  (IR{J2),  c,  52,  a.  19.     Uare  v.  Copland,  IS  Ir, 
Com.,  L.  R.,  42fi.     CharUs  t.  Dlackwell,  The  Timn,  May  C,  1870 

(6)  Ogden  V.  Baia$,  L.  K.,  9  C.  P.,  613.    Arnold  v.  T/i*  CAcgiw 
Bank,  The  Timet,  April  24. 1876 

87.  An  infant  cannot  draw  a  valid  cheque  except  as  an  agent 
CaUand  v.  Loyd,  6  M.  &  W.,  26 

88.  1*  A  cheque  is  an  assig^nment  of  a  cho$e4ft-aetmiy  and 
when  communicated  or  notified  by  the  holder  to  the  banker  is  a 
complete  assignment  of  the  fund  (a) 

2»  If  a  che<]ue  be  notified  to  the  banker  and  tlie  drawer  dies 
before  it  is  paid^  the  holder  is  entitled  to  payment  (b) 

(a)  Snellgrave  y,  Bailty,  Eidg.  ca,  t.,  Hard.,  202,    MarreU  ▼. 
Wooiion,  IC  Beav.,  197 
(6)  Bromky  v.  Brunton,  L.  E.,  6  Eq.,  275 

89.  I.  If  &  banker  pays  a  cheque  with  a  forged  signature^be 
must  bear  the  loss  (a) 

2.  So  if  the  body  of  the  cheque  be  written  by  his  customer, 
and  fraudulently  altered  by  another  i>er»ou»  so  as  to  be  payable  for 
a  larger  sum  than  originally  drawn,  and,  the  banker  not  detectiugf 
the  alteration,  pays  it,  he  must  bear  the  loss  of  the  excess  (b) 

3,  But  if  the  customer  authorises  another  person  to  write  the 
body  of  the  cheque,  and  that  [person  fraudulently  alters  the  cheque 
BO  as  to  make  it  payable  for  a  larger  mm  than  authorised,  and  so 
the  body  of  the  cheque  is  all  in  the  same  handwriting,  the  banker 
will  not  be  liable  (c) 
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4.  So  if  a  banker  pays  a  cheque  ander  circumstanfiee  whieh 
arc  evidectly  guBpicioos,  he  must  bear  the  loss  (d) 

{a)  Ymtng  v.  GroU,  4  Biug,,  2f>H,    Hall  v.  FulUr,  6  B.  A  C,  750 

(b)  Uall  y.  FuUcr,  5  B.  &  C„  750 

ic)  Yotmg  t,  Grote,  4  Bing.,  253 

(d)  Seholry  t.  Ranuboltom,  2  Camp.,  485.  The  drawer  htiA  tan 
the  cheque  into  four  pieoea,  Aud  tlirown  them  away.  A  peraoa 
found  the  pieces,  pasl«^d  them  together,  and  presented  Ihd  obsqiS«» 
The  banker  paid  it,  and  was  held  liable 

90,  1.  A  banker  must  pay  liifl  customer's  chc<incs  gtrictlf 
in  the  order  in  whicli  they  are  notified,  commanicated,  or  presented 
tu  him  for  payment  (a) 

2.  He  must  debit  his  customer's  account  with  cheques  on  the 
day  they  are  notified  or  paid,  and  not  on  the  day  they  are  dniwri  (/•) 
9.  Sums  paid  by  a  banker  extinguish  the  debts  created  by 
•urns  paid  to  him  in  strict  chronological  order  (a) 

((f)  Robton  X.  Benntlt,  2  Taunt.  38$,  Clay  ion' i  ease,  I  Mor.«  4ET9L 
liodenham  V.  Purchas,  2  B.  <k  Aid.,  39.  KiUhtj  v.  WiUiamn^  SB.* 
Aid.,  810,  Pennell  t.  DejTeU,  4  Dft  G.  M.  Jt  G.,  S7*i.  BromUjf  r. 
Brunton,  L.  R..  G  Ecj..  275 

{b)  Goodbodij  v.  Fatter,  Byles,  8th  ed.»  p.  25 

91,  1.  If  a  banker  having  funds  of  his  customer  wrongfully 
dislionours  Iiis  cheqne  or  biO  made  payable  at  the  bank,  bo  that 
the  customer  sufiers  damage,  he  has  an  action  against  the  banker 
for  eoch  damage  (a) 

2.  But  such  special  damage  must  be  laid  and  proved  (b) 

3.  If  the  customer  becomes  bankrupt  in  cousequence  of  Iho 
wrongful  dishonour  of  his  cbequea,  hia  aasignecs  have  an  aotioD 
against  the  banker 

4.  The  holder  of  the  cheque  or  bill  may  sue  the  banker  on  the 
instrument 

(a)  Marietti  v.  WiUiamf,  1  B.  *  Aid.,  415*    RoUn  v.  Steieard,  L.  J, 
16)  DatUt  V.  The  Etnjal  British  Bank,  TJu  Timet,  July  10.  1^4 

92,  1.  The  holder  of  a  cheque  is  not  entitled  to  cnlargwl' 
time  by  presentiug  it  through  an  agent 

fie  must  therefore  pay  a  plain  cheque  into  his  lianker's  thfl 
same  day  that  be  revives  it,  and  the  ImnkiT  has  all  iU**  next  ilay 
to  present  it^  beinp  the  same  time  that  the  holder  has  (a) 
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2.  Eeceis^iiig  a  cliLqiie  jiajuble  Lo  order  does  not  enlarge  the 


W 


time  for  pre«entmcnt 

3.  But  the  holder  of  a  crossed  cheque  which  can  only  be  paid 
through  iiQ  a^ciit,  has  all  the  next  day  to  pay  it  into  his  Umktr's, 
and  tlie  banker  has  all  the  next  day  after  that  to  present  it  {a) 

(a)  AUxftndfr  v.  Burchjltld,  3  Scott,  N.  E,,  6C6.    Fcnwkk  y, 
Dewar,  The  Time*,  I'eb.  22,  18(57 

(6)  Fenwick  v.  Dewar,  The  Timet,  Feb.  23,  1867 

03,  1.  If  the  holder  of  a  Mil  gives  it  np  to  the  acceptor  in 
exchange  for  his  cheque,  and  the  cheque  is  dishonoured,  he  may 
give  notice  of  dishonour  of  the  hill,  and  sue  the  drawer  and 
indoraers  ;  and  the  bill  may  be  declared  on  as  a  lost  bill  (a) 

2.  A  London  banker  is  not  guilty  of  negligence  in  giving  up 
bills  remitted  to  him  fur  collection  by  his  country  coTTeBpondeiita 
to  the  acceptor,  in  exchange  for  hia  cheque,  though  it  is  dis- 
honoured (b) 

{a)  Ridley  v,  Bluckett,  Peake,  Ad.  Ca.,  63 

[b)  Euitell  V.  Hankey,  6  T.  B.,  12 

94.    If  a  creditor,  being  offered  payment  by  his  debtor*8  agent 
either  in  money  or  by  hia  cheque,  prefers  his  cheque,  and  the 
cheque  is  dishonoured,  the  d^-btor  is  still  hable 
Everett  t.  CoHitiM,  2  Camp.,  516 

96*  I,  If  a  che^|ue  is  given  on  a  fraudulent  misrepresentation 
of  facts  (a) :  or  on  a  verbal  condition  which  the  drawer  Hnds  is  to 
be  broken  (b):  he  may  stop  paymcut  of  the  cheque 

But  he  IS  liable  to  an  innocent  hold«r  for  value  {c) 
(a)  MilU  V.  Oddy,  3  Dowl.,  722 
(6)  Wienholt  v.  Spitta,  3  Camp.,  875 
(tf)  WaUon  V.  RusseU,  3  B.  <t  S.,  34 


96,  1.  A  cheque  may  be  presented  any  time  within  six  years 
of  its  date  to  charge  the  banker,  and  the  drawer,  if  the  banker 
does  not  fail  (a) 

2.  If  the  banker  fails  with  sufficient  funds  of  his  customer  to 
meet  the  cheque,  the  same  rule  applies  to  cheques  as  to  bank 
notes^  the  payee  must  present  it  within  binking  hours,  or  remit  it 
by  post  the  day  alter  he  receives  it ;  otherwise  it  is  lac/ics  and  he 
must  bear  the  loss  {b) 

LL  2 
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(^  SaU  V.  jr^noa,  3  Mbei.  A  B^,  401. 
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07*    Tbe  tmBfeice  of  a 
tbe  equities  of  the  tniu^eror,  as  tbe 

MMimhad  ▼.  CWiny,  »  B.  i^  0, 389 


86.  If  a  cnfttomer  pays  into  his  soooant  a  dieqae  drawn  upm 
the  hanker  hy  another  oostonier,  and  the  banker  Ciikta  it  wftbcwt 
engaging  to  pay  it*  he  maj  reeeire  it  as  the  agent  of  the  holder, 
and  has  the  saoie  Ume  to  present  it  and  consider  if  he  will  paj  i^ 
as  if  it  were  drawn  upon  another  banker 
Boyd  Y.  Ementm^  8  A.  A  £.,  161 


99.    A  cheqae  drawn  by  seveial   persons  as  a 
lecnrity  ia  a  joint,  and  not  a  joiut  and  severaJ,  liabili^ 
Oiher  T.  It^tftOft,  a  Drew.,  177 


100*  A  change  in  the  names  on  the  cheques  snppUed  hy  a 
banking  firm  to  tiieir  castorocrB  ia  sufficient  notice  to  them  uf  (ba 
change  of  the  partners 

BarfoTt  V.  QoadaXl^  8  Ounp.,  46 

101*  1*  If  a  customer  ha^  an  account  of  a  fi<hiciary  naturae 
sach  as  Trustee,  Executor,  or  otherwise^  a  bunker  may  not  refuae 
his  chcqaes  on  the  aoooont,  because  he  may  Lx^lieve  that  tba 
eostomer  intends  to  apply  tlie  fundi»  in  u  breach  of  tinist  (if) 

5L  And  ho  will  not  be  liable  to  the  c€$tAti  qm  trust  if  he  ia  not 
privy  to  the  breach  of  trust  (6) 
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8.  But  if  he  acta  in  concert,  agreement,  or  coHasion  with  his 
cnatomer  in  committing  the  breach  of  trust ;  and  especially  if  he 
obtains  some  benefit  by  it,  as  by  his  cnstonier  paying  a  debt  of  hia 
own  to  him  by  means  of  cheqiica  drawn  on  the  trust  account,  he 
must  replace  the  trust  fnnd  (b) 

4.  The  Statute  of  Limitations  does  not  apply  to  a  banker 
misapplying  a  trust  fond  (e) 

(a)  Keane  v.  RoharU^  4  Mnd.,  332.  KichoUon  v.  Knowle»,  6  Mad.» 
47.  FyUr  v.  Fylei\  3  Beav.,  5o0,  LocJucmd  v.  Ahdy,  U  Sim,,  487. 
Mate  V.  Pearton,  28  Bcmv.,  196.  Gray  v.  Johmton,  L.  R.»  3  II.  L.,  1 
{b)  mil  V.  Simpson,  7  Ve?.,  152.  K^ane  v.  Rahartt,  i  Mad.,  333. 
Wilion  V.  Moore,  1  My.  A  K.,  126,  137.  Pannell  v,  //wr/cy,  2  Coll.» 
0.  C,  2i0.  Fykr  v.  Fyf^r.  3  Beav.,  550.  Do<icnham  v.  IIoMkyus, 
3  Do  a.  M.  ifr  G.,  003.  Bridgman  v*  Hi«,  14  Boav.,  802.  HarJy  v. 
CaZ<*y,  33  Beav.,  365 
(e)  ^ntf^maa  t.  Hill,  24  BuaVn  802 

102.  If  an  acconnt  in  a  hanlc  stanza  in  the  name  of  several 
persons,  unless  there  be  a  special  contract  with  the  banker  to  the 
contrary— 

1.  1.  If  they  be  regarded  in  law  as  one  person,  sach  iis 
partners  (a)  i  executors  or  admiuistrators  (b) :  each  may  draw 
cheques,  and  payment  to  one  is  payment  to  all 

2.  Even  after  a  dissokition  of  partnersliip  and  a  receiver  has 
been  ap[>ointed  to  collect  the  partnemhip  debts  (c) 

3.  But  if  one  draws  a  cheque  the  others  may  countermand 

(a)  Anon.,  12  Mo<L,  446.  Hendcnon  v.  Wild,  2  Camp.,  560.  DvJ 
Y.  Etttt  India  Co.,  15  Yea.,  198.  IIopn  v.  Cmt,  cited  1  Eaat.,  63. 
Pottfr  V.  Taylor,  6  M.  <k  S.^  160.  Tomlin  v.  Lawrapce,  3  Mo.  & 
Pa..  !>55,    King  v.  Smith,  4  C.  *fe  P.,  108 

(fr)  Fmd  Y.  Underwood,  2  Ld,  Baym.,  1210.  Can  v.  Ecad,  3 
Atk.,  605.  Jacome  7.  namood,  2  Yes.,  265.  Alkn  v.  Duwrirt*,  3  T. 
B.,  126.  Ex  parte  Rigby,  19  Yes.,  462.  Gaunt  v.  Taylor,  2  Haie, 
413.    Smith  V.  Everett,  27  Beav,,  446 

(c)  Dm/  v.  iVwe  /nrfia  Co.,  15  Ve«.,  108.  Porter  T.  TjyZor,  6  M, 
A  S.,  116.    King  v.  Smith,  4  C.  &  P.,  108 

((I)  Cr««nf  T.  ray/<>r,  2  Hare,  413 

2.  But  if  they  be  not  regarded  in  law  as  one  person,  such  aa 
Trustees  (a)  i  or  Assignees  of  a  bankrupt  {b) :  all  must  sigo. 
Directors  of  a  company  must  sign  as  directors  (c):  and  payment 
to  less  than  all  will  not  discharge  the  banker 
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{a)  Ex  parte  Riphy,  19  Ym.,  ^62.     Slota  y.  Mank,  6  B.  A 
551.     Hu^hand  v.  DavU,  2  Low.  M.  4  P.»  60 

(b)  Carr  v.  iJ^aJ,  3  Atk.,  6i*5.      /rmw  T.  StepkefUOn,  1  M*J 
Rob.,  145. 

(c)  Serrell  t.  DtvhtjuUrt  Jiff,  Co.,  O.  C.  B.,  811 

3.    If  any  of  the  assignees  or  tnwtee^  die  the  right  renjai 
with  the  survivors:  and  if  anj  beoome  disjualified,  as  byabscoi 
ing,  going  to  reside  abroad,  equity  will  direct  the  fund^  to  be 
to  the  remainiiLg  onofl 

Stnple*  y.  Stapkt;   Shortbridtje^t  ca*it,  12  V«.,  28.    Ex  pat 
Collins,  a  Cox,  Eq.  Ca.,  427.      Ex  parte  Ilunttr,  8  Bose,  S68. 
&  U  Vict.  (1850).  c.  60,  8.  23 

103.  1.  If  a  hanker,  eitlier  at  the  request  of  a  oostomer, 
when  a  cheque  is  presented  by  the  holder  or  his  ajjent,  pi 
**  mark  *'  on  it  as  by  his  initials,  signifying  that  the  che(|iie  ia  gu 
aud  will  be  paid,  such  '*  mark  *'  is  a  legal  acceptance  of  the  ch6(| 
by  the  banker  (a) 

2.  A  cheque  so  "  marked  "  or  accepted  becomes  a  bank  noio 
the  banker  who  makes  it  (b) 

(rt)  noUon  V.  BfHtuiU  2  Taunt.,  888 

(b)  7  A  8  Vict.  (18-ii).  c.  32,  8.  11.    17  *  18  Viot  (ISSi),!! 
«.  11.     35  «Sf  31  Vict.  (1870),  c.  97,  s,  45 

104.  1.  A  hanker  most  not  pay  any  cheque  of  liis  ciistor 
presented  after  he  has  received  notice  of  his  having  committed 
act  of  bankruptcy  (a),  or  of  his  death  (i) 

2.  Payment  of  cheques  notified  or  presented  before  snch  not 
are  good,  and  may  be  enforced  by  the  liolder ;  but  payments  all 
such  notice  are  bad  and  will  not  discharge  the  banker  (c) 

(a)  1  Jwj..  1,  c.  15.  B.  14.     Fernort  y.  Jfirofery,  2  T.  R».  IW 
(h)  Tate  V,  HiHwrt.  2  Vea,,  jao..  Ill 
{€)  13  A  13  Viot.  (1849),  o.  106,  s.  138.    Bromley  t.  BrUHiim^ 
B.,  6  Bq.,  875 

105.  1.  If  a  banking  company  haa  several  brauche«, 
with  its  own  ctistoruers  and  accounts,  each  brunch  is  coQsi 
an  independent  bank,  for  the  purpose  of  receiving  and  t 
notice  (a) 

2.  !^ach  branch  must  collect  its  own  cheqaes  an 
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time  will  not  be  enlarged  so  as  to  permit  it  to  collect  them  througli 
Its  head  oflice  (6) 

{a}  CorltU  V.  Junei ;  Clodt  v.  BaiUtj,  12  11.  Jt  W.,  61 

(6)  Woodland  7.  Fear,  7  E,  A  B.»  619 

106.  If  a  person  chimgcs  ii  cheque  as  a  favour  for  nuother 
person,  and  if  the  cheque  he  duly  presented  and  dishonoured,  lie 
uuiy  \r\Y(i  notice  of  dishonour,  and  recover  the  moaej 

Wooland  t.  Fear,  7  E.  &  B.,  519 

107.  1*  A  Letter  of  Credit  is  a  written  request  by  one 
person  to  another  requesting  the  latter  to  give  credit  to  a  penaoa 
named  in  it 

2.  If  the  request  is  unconditional,  it  is  termed  an  Open 
Credit 

3.  If  the  request  be  on  the  condition  that  hills  of  lading 
be  deposited  as  collateral  security  it  is  termed  a  Document 
Credit 

4.  A  Marginal  letter  of  credit  is  one  hj  which  a  person 
named  in  the  margin  guarantees  to  another  person  that  he  shall 
receive  credit  from,  or  Lave  his  bills  accepted  bj,  another  person 

108.  I*  Letters  of  credit  must  be  stamped  as  bills 

2,  Except  letters  of  credit,  wliether  in  suis  or  nut,  sent  by 
pereons  in  the  United  Kingdom  to  persons  abroad,  authorising 
drafts  on  the  United  Kingdom 

U  A  34  Vict.  (1870),  e.  97,  s.  IB,  }  1,  and  sehed. 

109.  1.  If  a  banker  pays  a  letter  of  credit  upon  a  forged 
signature  he  i^j  liable  (fl) 

2.  The  16  &  17  Yict.  (1858),  c.  59,  s.  19,  does  not  protect  a 
banker  paying  a  letter  of  credit  with  a  forged  signature  (ft) 
{a)  Orr  r.  Union  Bank  qf  Scotland,  1  Hacq.,  H.  L.  Ca.,  513 
(6)  Britith  Linen  Co,  V.  Caledonian  Inturancf  Co.t  4  Hacq.,  H. 
L.  Ofl,.,  107 

110.  1.  If  a  person  obtains  a  letter  of  credit  from  a  banker 
for  a  sum  paid  down»  he  may  demand  repayment  wilhout  pro- 
dncing  the  letter 
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2.  The  banker  can  only  prove  payment  by  prodncing  tlic 
of  the  person  in  whose  favour  it  is  drawn 

Orr  V.  Vnion  Bank  of  Scotland,  1  Macq.,  H.  L-  Ca.,  513 

111.    The  indorsee  of  a  marginal  letter  of  credit,  not  bcinjl 
on  the  face  of  it  a  document  credit,  is  not  bound  in  the  ab«cuoe 
of  notice  to  inquire  whether  it  is  being  used  for  the  purpose  for 
which  it  is  granted 

MaitUmd  ▼.  Chartered  AfercantiU  Bank  cf  Indift^  Lfmdon^  mwd 
China,  2  Hem.  A  Mill,  440 

11!5.  1 .  The  holders  of  a  banker's  ci rcnlar  letters  may  demand 
payment  of  them  from  himself,  as  well  as  from  his  correspoadcnt* 
abroad 

2.  But  he  is  not  bound  to  cash  them  nnlesa  they  are  rctni 
to  him,  or  he  receives  an  indemnity 

Conjlant  Stone  Qmrry  Co.  v.  Parker,  L.  B.,  8  C.  P.,  1 

113.    The  following  arc  exempt  from  stamp  duty — 

1.  Any  draft  or  order  drawn  by  any  banker  upon  any  other 
banker,  not  payable  to  bearer  or  order,  and  used  solely  for  the 
purpose  of  settling  or  clearing  any  account  between  such  banker 

2,  Any  letter  written  by  a  banker  to  any  other  banker 
ing  the  payment  of  any  sum  of  money,  the  same  not  being  [wyabl 
to  Ijearer  or  to  order,  and  such  letter  not  being  sent  nr  delivered 
to  the  person  to  whom  payment  is  to  be  made,  or  to  any  penmi;i 
on  his  behalf 

83  ^  H  Viot  (1870),  B,  97.  iiobed. 

Oroiwd  Chtqtt§9 

114/    1  *  Where  a  cheque  bears  across  its  face  an  mldition  of— 

(a)  The  words  "  and  company  "  or  any  abbreviation  thei 

between  two  parallel  transverse  lines,  either  with 

without  the  words  **  not  negotiable  *' ;  or 

(If)  Two  pfti'allel  transverse  lines  simply,  dther  with  or 

without  the  words  "  not  negotiable  "  ; 

that  addition  constituted  a  crowing,  and  the  cheque  ia 

genei'ally 
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2.  Where  a  cheque  bears  across  its  face  an  addition  of  the 
name  of  a  banker,  either  with  or  witliout  the  words  "  not  negoti- 
able/* that  addition  constitutos  a  crosfiing",  and  the  cheque  k 
croflied  gpeciallj  and  to  that  banker 

115.  •  1.  A  cheque  may  be  crossed  generally  or  specially  by 
the  drawer 

2.  Where  a  cheque  is  tmcrossod,  the  holder  may  cross  it 
generally  or  Bjx?cially 

3.  Where  a  cheque  is  crossed  generally  the  holder  may  cross  it 
sjiecially 

4.  Where  a  cheque  is  crossed  generally  or  specially,  the  holder 
may  add  the  words  **  not  negotiable  " 

5*  Where  a  cheque  is  crossed  specially,  the  banker  to  whom 
it  is  crossed  may  again  cross  it  specially  to  another  banker  for 
collection 

6.  Where  an  uncrossed  cheqne,  or  a  cheque  crossed  generally, 
is  sent  to  a  banker  for  collection,  he  may  ci-oss  it  specially  to 
himself 

116.*  A  crossing  authorised  by  tliis  Act  is  a  material  part  of 
the  chef[ne  ;  it  shall  not  be  lawful  for  any  i)erson  to  obliterate  or, 
except  as  authorised  by  this  Act,  to  add  to  or  alter  the  crossing 

117.*  1.  Where  a  cheque  is  crossed  specially  to  more  than 
one  banker  except  when  crossed  to  an  agent  for  collection  being  a 
banker,  the  banker  on  whom  it  is  drawn  shall  refuse  payment 
thereof 

2,  Where  the  banker  on  whom  a  cheque  is  drawn  which  is  so 
crossed  nevertheless  pays  the  same,  or  pays  a  cheque  crossed 
generally  otherwise  than  to  a  banker,  or  if  crossed  specially  other- 
wise  thfjn  to  the  banker  to  whom  it  is  crossed,  or  his  agent  for 
collection  Ixjing  a  banker,  he  is  liable  to  the  true  owner  of  the 
cheque  for  any  loss  he  may  sustain  owing  to  the  cheque  having 
been  so  paid 

Provided  that  where  a  cheque  is  presented  for  payment  which 
doeA  not  at  the  time  of  presentment  appear  to  be  crossed,  or  to 
have  had  a  crossing  which  has  been  obliterated,  or  to  have  been 
added  to  or  altered  otherwise  than  aa  authorised  by  this  Act,  the 
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IsttiliGO'  V^yv»^  ^  chsqiM  in  good  Mth  tod  vitlioai 

B^  be  lapoiwliie  or  tacor  wmj  ikbiiicj,  oar  duU  the  poj- 
be  qncadooed  bj  namm  of  the  ^eqiie  fanrtog  boea  eravd. 
or  ol  the  eroHing  k«%niig  beea  oblilei^ed  or  btfin^  been  odded 
to  or  oUcnd  othenriae  tboa  oi  aaUMruBd  bf  ihts  Act«  oncl  of  fmj- 
nent  bftnog'  bees  mode  oibcrvke  tlMii  to  a  booker  **t  lo  ib& 
looker  to  whom  the  dkeqoe  ii  or  itm  erosed^  or  to  his  nf^eiii  for 
ooUoofcknt  bftfig  &  boiikery  oi  the  citfe  mj  be 

US.*  Where  the  banker,  omrhomoczxiaBedcbeqoe  IB  dm 
ID  gfxjd  faith  aod  witboot  DegHgeiioe  pojs  it»  if  croso 
to  o  honker^  ond  if  orooKd  tfiectollj,  to  the  banker  to  whom  il  Ii 
croflBcdy  or  his  agent  for  ooUecttoo  being  o  banker,  the  banker 
pnjiog  the  ebeqoe,  aod^  if  the  cheqoe  bos  oome  into  the  handi  of 
ilie  pojee,  the  drawer,  shall  respectively  be  entitled  to  the 
rights  and  be  placed  in  the  name  position  as  if  pajment  of 
checpe  had  been  made  to  the  true  o^vner  thereof 

119.*  Where  a  person  takes  a  crosBed  cbeqne  which  beais 
it  the  words  "not  negotiable,"  he  shall  not  have  and  shall  not  be 
ca^Kilfk;  of  giving  a  better  title  to  the  cheqoe  than  that  which  tha 
peiiM)n  from  whom  he  took  it  had 

120.*  Where  the  banker  in  good  faith  and  withont  ne^tij 
leoelvee  payment  for  a  cnstomer  of  a  cbeqne  crossed  genenJIj  of 
apceially  to  himself,  and  the  customer  has  no  title  or  a  defectire 
title  thereto,  thtj  banker  shall  not  incor  any  liability  to  the  true 
owner  of  the  cheque  by  reason  only  of  having  reoeired 
payment 

Stitmp  Duties  mi  Bank  Notes^  Bills  cf  Exchange  and  Pronn 
Noktt,  atprumi  in  force,    (33  ^  U  Vict.  (1870;,  c.  U7) 

On  Bank  Kolu 

121.    By  the  above  Stamp  Act  it  is  enacted,  a.  45 — 

"  The  term  '  banker '  means  and   iucludeij  any  cnr|>aratioii, 

•lociety,  pjirtncrsliip,  and  persona,  end  every  individual   poaoa 

carrying  on  the  husluess  of  bunking  in  the  United  Kingdom 

Tbo  tenn  "bank  note"  means  mid  includoa^ 
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(1)  "  Any  bill  of  exchange  or  promissory  note  issued  by  any 
banker,  other  than  the  Governor  and  Company  of  the  Bank  ol 
Eaglaml,  for  the  payment  of  money  not  exceeding  one  hundred 
poundB  to  the  bearer  on  demand  " 

(2)  '*  Any  bill  of  exchange  or  promissory  note  bo  issaed  which 
entitlea,  or  is  intended  to  entitle,  the  bearer  or  holder  thereof, 
without  indorsement,  or  without  any  fnrtlier  or  otber  indorsement 
than  may  be  thereon  at  the  time  of  the  issuing  thereof,  to  the 
payment  of  money  not  exceeding  one  hundred  pounds  on  demand, 
whether  the  same  be  so  expressed  or  not,  and  in  whatever  form, 
and  by  wh<mi8oeve?  such  bill  or  note  is  drawn  or  made  *' 

S,  46» — **  A  bank  note  iasued  duly  stamped  or  issued  un- 
stamped l»y  a  banker  duly  hccased,  or  otbervvise  authorised  to 
iasae  unstamped  bank  notes,  may  be  from  time  to  time  rc-isaued 
withottt  being  liable  to  any  stamp  duty  by  reason  of  such 
re-issuing  '* 

8.  47.  1. — "If  any  banker  not  being  duly  licensed  or  other- 
wise authorisLHl  to  issue  unstamped  bank  notes,  issues,  or  causes 
or  permits  to  be  issued,  any  bank  note  not  being  duly  stamped, 
he  shall  forfeit  the  sum  of  £50  " 

2.  "  If  any  person  receives,  or  takes  any  snch  bank  note  in 
payment  or  as  a  samrity,  knowing  the  same  to  fiave  been  issued 
unstamped  contmry  to  law,  he  siiall  forfeit  the  sum  of  £2Q'* 


Ditties  on  Bank  No  tea 

For  money  not  exceeding  £1 
Exceeding  £1  and  not  exceeding  £2 


PJ> 

£2 

tl 

£5 

y» 

£10 

*» 

£20 

ft 

£30 

M 

£50 

ig£2       .. 

0 

U   10 

£5       .. 

0 

1    ^ 

£10       ,.. 

0 

1     0 

£20      .. 

0 

2     0 

£30      .. 

0 

3     0 

£50      ». 

0 

b     0 

£100      .. 

0 

8   a 

BitU  aitd  Notes 
8,  48, 1. — ^*  The  term  *  Bill  of  Exchange '  for  the  pnrpjje*  of 
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thia  Act  inckdes  also  draft,  order,  ebeque,  and  letter  of  cctditi 
and  any  document  or  writing  (except  a  bank  note)  entitling  or 
purporting  to  entitle  any  person,  whether  named  therein  or  nut^ 
to  payment  by  any  other  person  of,  or  to  draw  npon  any  other 
peivon  for,  any  snm  of  money  therein  mentioned  " 

2. — "  An  order  for  the  payment  of  any  sum  of  money  by  a 
of  exchange  or  promiKsory  note,  or  for  the  delivery  of  any  bill  of 
exchange  or  promissory  note,  in  satisfaction  of  any  enm  of  money, 
or  for  the  payment  of  any  sum  of  money,  out  of  any  paxticolar 
fund  wliich  may  or  may  not  be  available,  or  npon  any  condition  or 
conditions  which  may  or  may  not  be  performed  or  happen,  i«  to 
be  deemed  for  the  purposes  of  this  Act  a  bill  of  exchange  for  the 
payment  of  money  on  demand  " 

8. — **  An  order  for  the  payment  of  any  sum  of  money  weekly, 
monthly,  or  at  any  other  stated  periods ;  and  also  any  order  for 
the  payment  by  any  person  at  any  time  after  the  date  thcn'of  of 
any  gum  of  money,  and  sent  or  deHvered  by  tlie  person  making 
the  same  by  the  j^erson  to  whom  the  payment  is  to  be  madc»  and 
not  to  the  person  to  wliom  the  payment  is  to  be  made,  or  to  any 
person  on  his  behalf,  is  to  be  deemed  for  the  purposes  of  thid  Adt 
a  bill  of  exchange  for  the  payment  of  money  on  demand'* 

S.  49,  1. — '*  The  term  '  Promissory  Notes '  means  and  jnclud« 
any  document  or  writing  (except  a  bank  note)  containing  a 
promlec  to  pay  any  sum  of  money  " 

2.—**  A  note  promising  the  payment  of  any  sum  of  money 
of  any  particular  fund  which  may  or  may  not  be  available,  or  npon 
any  condition  or  contingency  which  may  or  may  not  be  performed 
or  happen,  is  to  bo  deemed  for  tiie  purposes  of  thiB  Act  a  pro- 
missory  note  for  the  said  sum  of  money '' 

S.  61, 1. — *'  The  ad  valorem  duties  upon  bills  of  exchange  and 
promissory  notes  drawn  or  made  out  of  the  United  Kingdom  are 
to  be  denoted  by  adhesiye  stamps** 

2.  **  Every  person  into  whose  hands  any  such  bill  or  note 
comes  in  the  United  Kingdom  before  it  is  stamped  sliall,  before 
ho  presents  for  payment,  or  indoi'ses,  tranafci's,  or  in  any  manner 
negotiates,  or  pays  such  bill  or  note,  affix  thereto  a  proper  ndhesivB 
stamp,  or  proper  adhcsivo  stampd  of  suiHcient  amount  and  caooel 
every  stamp  so  al&xed  thereto  ** 
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8.  Provided  as  follows — 

(a)  *'If  at  the  time  when  any  each  bill  or  note  comes  into 
the  hands  of  any  bom  fide  holder  thereof  there  is  afBxed  thereto 
an  adhesive  stamp  effectually  obliterated,  and  purporting  and 
appearing  to  be  duly  caueclled,  such  stamp  shall,  so  far  as  rclatea 
to  such  holder,  be  deemed  to  be  duly  cancelled,  although  it  nuy 
not  appear  to  have  been  so  affixed  or  cancelled  by  the  prosier 
person  *' 

{b)  **  If  at  the  time  when  any  such  bill  or  note  comes  into  the 
hands  of  any  bona  fide  holder  thereof  there  is  affixed  thereto  an 
adhesive  stamp  not  duly  cancelled,  it  shall  be  comjjetent  for  such 
holder  to  cancel  such  stamp  as  if  he  were  the  person  by  whom  it 
was  affixed,  and  upon  his  doing  so  such  bill  or  note  shall  be 
deemed  dnly  stamped,  and  as  valid  and  available  as  if  the  stamp 
had  been  duly  cancelled  by  the  person  by  whom  it  was  affixed  " 

4.  *'  But  neither  of  the  foregoing  provisoes  is  to  relieve  any 
pci"8on  from  any  penalty  incurred  by  him  for  not  cancelling  any 
adhesive  stamp  " 

8,  52. — '*  A  bill  of  exchange  or  promissory  note  purporting  to 
be  drawn  or  made  out  of  the  United  Kingdom  is,  for  the  purposes 
of  this  Act,  to  be  deemed  to  have  been  so  drawn  or  made,  althoogh 
it  DLay  in  fact  have  been  drawn  or  made  within  the  United 
Kingdom  '* 


Duties  payable  on  BiUt  and  Notes 

Bill  of  Exchange  payable  on  demand 
Bill  of  Exchange  of  any  other  kind  whatso- 
ever (except  a  Bank  Note),  and  Promissory 
Note  of  any  kind  whatsoever  {except  a  Bank 
Note),  drawn  or  expressed  to  be  payable,  or 
actually  paid,  or  indorsed,  or  in  any  manner 
negotiated  in  the  United  Kingdom.  Where 
the  amount  or  value  of  the  money  fur  which 
the  Bill  or  Note  is  drawn  or  made  docs  not 

exceed  £b 

Exceeds  £5  and  does  not  exceed  £10 
„     £10        „  „         £if6 


^■^dlik 


^m 
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Exceeds  £50  and  docs  not  exceed  £75 
„      £75       „  „         £100 

For  every  £100,  and  also  for  any  fractional 
part  of  £100  of  such  amount  or  value     ...     0 


£    %.     ± 

0     0     0 
0     10 


1     0 


S.  55. — **  When  a  bill  of  excbango  is  drawn  iu  a  set  according 
to  the  custom  of  Diercbauts,  and  one  of  the  set  is  daly  stamped^ 
the  other  or  others  of  the  set  shall,  ualef^  issued  or  iu  some 
manner  negotiated  apart  from  such  duly  stamped  bill,  be  esem[»t 
from  duty;  and  upon  proof  of  the  loss  or  destruction  of  a  daly 
fitampjed  bill,  forming  one  of  a  set,  any  other  bill  of  the  set  which 
has  not  been  issued  or  in  any  manner  negotiated  apart  from  soch 
lost  or  destroyed  bill,  may,  altliougli  unstamped,  be  admitted  in 
evidence  to  jjrove  the  contents  of  such  lost  or  desti'oyed  bill ' 

Capacity  and  Authority  of  Parties 

\22.^  1,  Cafjacity  to  incur  liability  as  a  party  to  a  bOl  is 
co-exteusive  with  capacity  to  contract 

Provided  that  nothing  in  tliis  section  shall  enable  a  corpomtton 
to  make  itself  liable  as  drawer,  acceptor,  or  indorser  of  a  bill  unltas 
it  is  competent  to  it  eo  to  do  under  the  law  for  the  time  being  ta 
force  relating  to  corporations 

2.  Where  a  bill  is  drawn  or  indorsed  by  an  infant,  minor,  or 
corporation  having  no  capacity  or  power  to  incur  liabihty  on  a, 
bill,  the  drawing  or  indorsement  entitles  the  holder  to  n»^i>e  (nij* 
ment  of  the  bill,  and  to  enforce  it  against  any  other  party  tliereto 

123,*  No  person  is  liable  as  drawer,  indorsur,  or  acceptor  of 
a  bill  who  has  not  signed  it  as  soch  :  Provided  that 

L  Where  a  person  signs  a  bill  in  a  trade  or  assamcd  name,  hej 
is  liable  thereon  as  if  he  had  signed  it  in  his  own  name; 

2.  The  signature  of  the  name  of  a  firm  is  equivalent  to  U) 
signature  by  the  [jerson  so  signing  of  the  names  of  all  pcraooa 
liable  as  partners  in  that  firm 


1S4. 


On  the  Porm  of  Bills  and  Nofu 
h  An  inhkud  bill  is  a  bill  which  is  or  on  the  fiiot 
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purports  to  be  (a)  both  drawn  and  payable  within  the  Britteh 
llatids,  or  (b)  drawn  within  the  British  Iknds  upon  some  person 
fesideut  therein.     Any  uthcr  bill  is  a  foreign  bill 

For  the  purposes  of  this  Act  •*  British  Hands  **  means  any 
part  of  the  Unittnl  Kingdom  of  Great  Britain  and  Ireland,  the 
Hands  of  Man,  Guernsey,  Jci-sey,  AlderDey,  and  Sark,  and  the 
ilands  adjacent  to  any  of  tbein  beiiijj  part  of  the  dominions  of 
Her  Majesty 

2.  Unless  the  contrary  appear  on  the  face  of  the  bill  the 
holder  may  treat  it  as  an  inland  bill 

125.  No  particular  form  of  words  is  necessary  for  a  Bill  or 
Note 

2.  It  may  be  written  in  any  language  and  on  auy  material  j 
and  in  pencil  (a)  as  well  ns  in  ink 

(a)  Oeary  y.  Phytick,  5B.3tO.,  234 

126*  It  is  nsual,  but  not  necessary,  to  insert  the  name  of 
the  place  where  the  bill  or  note  is^  made :  if  there  is  no  date  it 
will  be  considered  as  dated  at  the  time  it  is  made 

De  la  Courtier  v,  Bellamy,  2  Show.,  422.    Hague  v.  French,  3  B. 
d  P,,  173.     OU€i  V.  Bourne,  6  M.  &  S,,  73 

127.  Bills  and  Notes  were  formerly  epeclaltiea  under  seal ; 
and  therefore  no  consideration  was  reqnired  to  be  expressed  in 
them ;  the  sfime  priaciple  holds  good  now  that  the  formality  of 
sealing  is  dispensed  with,  and  they  are  in  the  form  of  mere  simple 
oontracts 

While  V.  Ledwicki  4  Doiig.»  247.    Grant  v.  Da  Coita,  3  M.  <ft  S., 
851 

128.*  An  instrument  which  orders  any  act  to  be  done  in 
addition  to  the  payment  of  money,  is  not  a  bill  of  exchange 

An  order  to  pay  out  of  a  particular  fond  k  not  unconditional 
within  the  meaning  of  this  section ;  but  an  nnquabficd  order  to 
poy>  coopled  with  (a)  an  indication  of  a  paiticular  fund  out  of 
wliicli  tlie  di'awee  is  to  re-imburee  himself  or  a  particular  account 
to  be  debited  with  the  amount,  or  {b)  a  BtaUiiieiit  of  the  transac- 
tion which  gives  rise  to  the  bill,  is  unconditional 
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1I29,*    A  bill  is  not  invalid  by  reaaoa — 

{a)  That  it  is  not  dated  ; 

(b)  That  it  docs  not  specify  the  Talue  given,  or  thai  any  raloe 
has  beea  given  therefor ; 

(e)  That  it  does  not  specify  tho  place  where  it  is  dmwn  or  the 
place  where  it  is  payable 

130.    A  bill  mast  not  be  payable  on  a  contingency  (a) — 
The  happenini^  of  the  contingency  before  action  brought 
not  cure  the  defect  {b) 

(fl)  Peauon  v.  Garrett,  i  Mod.,  343.  BeardsUy  ▼.  Baldwin,  3 
Stra.,  1151,  Carlos  v.  Faneourt,  5  T.  R.,  483.  Rohtrt*  x.  Pfakt^ 
Burr.,  823,  Leed*  v.  Lancashire,  3  Camp.,  205,  WiUianuon  ▼• 
Bennett,  3  Cftinp.,  417.  Uill  v.  HaJford,  3  B.  A  P.,  413.  i/afl/ry 
V.  WilHmon,  4  Camp.,  137.  Clarke  v.  Perceval,  8  B.  &  Ad.,  <CL 
Drury  v.  Macaulay,  16  M.  <fc  W.»  146.  AUxander  t.  Thonm*,  Ifl  Q. 
B.,  333.  Prthn<?r  v.  Pratt,  3  Bing.,  185.  WorUy  Y.  J/ormon,  S  A. 
St  E.,  669.  J?Mii««  V.  May,  11  A.  ct  E,,  314 
ib)  Hilt  V.  H<iZ/ord,  3  B.  &  P„  413 

131,*  1.  Where  a  bill  is  not  payable  to  bearer,  the  payee 
must  be  named  or  otherwise  itidieated  therein  with  reaaonable 
cerifunty 

2,  A  bill  may  be  made  payable  to  two  or  more  payees  jointly. 
or  it  may  be  made  payable  in  the  alternative  to  one  of  two,  or 
one  or  some  of  several  payees.  A  bill  may  also  be  made  payahk 
to  the  holder  of  an  office  for  the  time  being 

3.  Where  the  payee  is  a  fictitious  or  non-existing  person  the 
bill  may  be  treated  as  payable  to  bearer 

132.     1.  A  bill  drawn  payable  to ,  or  order,  h  Toid  (n) 

2.  But  a  bond  fide  holder  for  vidue  may  insert  his  <.n\n  uuvtv  in 
ft,  and  sue  the  parties  to  it  (b) 

(a)  net  V.  Biehardit  B.  &  B.  0.  0.,  193.    Rex  v.  /:     i . 
E.  C.  C,  195 

{h)  Cnttchley  7.  CUinxnce,  3  M,  (t  S.,  190,    Attw<)od  T.  G^i^J^ 
&  M.,  325.    Crutchley  v.  Mann.,  8  Taunt,  629 


133.  If  the  drawer  of  a  bill  inserta  the  name  of  a  fictitious 
payee  without  the  acceptor's  knowledge,  and  indorses  it  in  th« 
niune  of  the  fictitious  payee,  the  holder  cannot  eae  the  acceptor  (a) 
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But  if  the  acceptor  knew  that  the  payee  was  fictitious,  the 
holder  may  sue  him  on  it  as  payable  to  beai*er  {b) 

(a)  Dfnnett  v.  FarnfU,  1  Camp.,  130 

{b}  Tatlock  V.  Hnrru,  3  T.  K.,  171.  Vere  r.  LcwU,  3  T.  B.,  162. 
Minet  v.  Oib»mi,  3  T.  K.,  481:  affirmed  in  D<m,  Proc.,  1  H.  Bla., 
609 

134.  The  event  muBt  certainly  happen :  though  the  time 
when  it  may  happen  is  nuccrtaiu 

CoUluin  7.  Cooke,  Willes,  333.  Rofey  y.  Qreenweli,  10  A.  Jt  E., 
889.    Andrewt  r.  Franklin,  1  Stra.,  24 

135.  A  man  may  draw  a  bill  upon,  or  make  a  note  payable 
to  himself,  and  when  indorsed  in  blank  it  becomes  payable  to 
bearer 

Starke  v.  Cheetman,  Cfirth.,  508.  Dehert  t.  Harriot,  1  Show.. 
103.  nabimon  t.  lUand,  2  B.,  1077.  lUcharih  v.  Macey,  U  M.  & 
W.,  48i.  Browne  v,  De  Winton;  Gay  v.  La/vler,  0  C.  B.,  336, 
Wood  V.  Mytton,  10  Q.  B.,  805.  Mmjor  v.  Hammond^  cited  in 
Han:ey  v.  Knif,  9  B.  A  0.,  3G1.  /^oac/i  v.  OaiUr,  1  Man.  «Sf  Ry., 
120.    M«<rr  V.  r/wffi|j«on,  3  M»  <Jfe  G.,  676 

136.  A  bill,  though  accepted,  is  of  no  force  without  the 
drawer's  signature^  either  as  a  bill  or  note 

Stotsxhuv  V.  S.  K.  ny.  Co,,  3  B.  A  B.,  r>r»3.  Ooldtmid  v.  Eampton, 
5  0.  B.,  N.  S.,  94.  MaecaU  y,  Taylor,  34  L.  J.,  C.  P.,  865.  Rex 
y,  Hart,  6  0.  «fe  P„  106 

137.  If  an  instrument  is  made  in  terms  so  ambiguous  that  it 
is  doubtful  whether  it  is  a  bill  or  note,  the  holder  may  treat  it  as 
either 

Peto  y.  Reymldi,  9  Ex.,  ilO.  Armjield  y.  AUport,  27  L.  J.,  Ex., 
42.  Fidden  v.  Manhall,  9  0,  B.,  N.  S.,  606.  ShuttUworth  y. 
Stevrns,  1  Camp.,  407.  AWm  y.  MaK$Qft,  4  Camp.»  115.  Gray  y. 
Milner,  8  Taant.»  73t>.    3f  i7i*r  v.  ThovipMon,  8  M.  db  O.,  676 

188»*  1.  When  a  bill  contains  words  prohibiting  transfer,  or 
indieatiug  an  intention  that  it  should  not  be  tninsfcrnble,  it  is 
valid  as  between  the  parties  thereto,  but  is  not  negotiablu 

2.  A  negotiable  bill  may  be  payable  either  to  oitler  or  to 
bearer 

8.  A  bill  ia  payable  to  bcarej  which  is  expressed  to  be  so  pay* 

VOL.  II  HX 
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able,  or  on  which  the  only  or  last  indorsement  is  an  indorsement  in 
blank 

4.  A  bill  is  payable  to  order  which  is  expressed  to  be  so  pay- 
able, or  which  is  expressed  to  be  payable  to  a  particular  person, 
and  does  not  contain  words  prohibiting  transfer  or  indicating  an 
intention  that  it  should  not  be  transferable 

5.  Where  a  bill,  either  originally  or  by  indorsement,  is  ex- 
pressed to  be  payable  to  the  order  of  a  specified  person,  and  not 
to  him  or  his  order,  it  is  nevertheless  payable  to  him  or  his  order 
at  his  option 

139.*  The  sum  payable  by  a  bill  is  a  snm  certain  \?ithin  the 
meaning  of  this  Act,  although  it  is  required  to  be  paid — 
(a)  With  interest 
{b)  By  stated  instabnents 

(c)  By  stated  instalments,  with  a  provision  that  upon  default 
in  payment  of  any  instalment  the  whole  shall  become  dne 

(d)  According  to  an  indicated  rate  of  exchange  or  according 
to  a  rate  of  exchange  to  be  ascertained  as  directed  by  the  bill 

1.  Where  the  sum  payable  is  expressed  in  words  and  also  in 
figures,  and  there  is  a  discrepancy  between  the  two,  the  sum 
denoted  by  the  words  is  the  amount  payable 

2.  Where  a  bill  is  expressed  to  be  payable  with  interest, 
unless  the  instrument  otherwise  provides,  interest  runs  from  the 
date  of  the  bill,  and  if  the  bUl  is  undated  from  the  issue  thereof 

140,*  1.  A  bill  is  payable  on  demand— 

(a)  Which  is  expressed  to  be  payable  on  demand,  or  at  sight, 
or  on  presentation ;  or 

(b)  In  which  no  time  for  payment  is  expressed 

2.  Where  a  bill  is  accepted  or  indorsed  when  it  is  overdue,  it 
shall,  as  regai-ds  the  acceptor  who  so  accepts,  or  any  indorser  who 
so  indorses  it,  be  deemed  a  bill  payable  on  demand 

141.*  A  bill  is  payable  at  a  detenninable  future  time  within 
the  meaning  of  this  Act  which  is  expressed  to  be  payable — 

1.  At  a  fixed  period  after  date  or  sight 

2.  On  or  at  a  fixed  period  after  the  occurrence  of  a  specified 
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which  is  certain  to  happen,  though  the  time  of  happening 
may  be  uncertain 

An  instrument  expressed  to  be  payable  on  a  contingency  is 
not  a  bill,  and  the  liappeniug  of  the  event  d«>J3  not  cure  the  defect 

142/  Where  a  bill  expressed  to  be  payable  at  a  fixed  jxiriod 
after  date  is  issued  undated,  or  where  the  acceptance  of  a  bill  pay^ 
able  at  a  fixed  period  after  sight  is  nndated,  any  holder  may  insert 
therein  the  true  date  of  issue  or  acceptance,  and  the  bill  shall  be 
payable  accordingly 

Provided  that  (1)  where  the  holder  in  good  faith  and  by  mis- 
take inserts  a  wrong  date,  and  (2)  in  every  case  where  a  wrong 
date  is  inserted,  if  the  bill  subsequently  comes  into  the  hands  of  a 
holder  in  due  course  the  bill  shall  not  be  avoided  thereby,  but 
shall  o|:»erate  and  be  payable  as  if  the  date  so  inserted  had  been 
the  true  date 

143. ■  1,  Where  a  bill  or  an  acceptance  or  any  indorsement 
on  a  bill  is  dated ^  the  date  shall,  unless  the  contrary  be  proved,  be 
deemed  to  be  the  tme  date  of  the  drawing,  accci)tance,  or  indorse- 
ment, as  the  case  may  be 

2.  A  bill  is  not  invalid  by  reason  only  that  it  is  ante-dated  or 
post-dated,  or  that  it  bears  date  on  a  Sunday 

144.*  The  drawer  of  a  bill  and  any  indorser  may"  insert 
therein  the  name  of  a  person  to  whom  the  holder  may  resort 
in  case  of  need,  that  ie  to  say,  in  case  the  bill  is  dishonoured  by 
non-acoeptancc  or  non-payment.  Such  person  is  called  the  referee 
in  oise  of  need.  It  is  in  the  option  of  the  holder  to  resort  to  the 
referee  in  case  of  need  or  not  as  he  may  think  fit 

146.*  The  drawer  of  a  bill,  and  any  indorser,  may  insert 
theixjin  an  expresa  stipulation — 

1.  Negativing  or  limiting  his  own  liability  to  the  holder: 

2.  Waiving  as  regards  himself  some  or  all  of  the  holder's  duties 


146.*  1.  Where  a  simple  signature  on  a  blank  stamped  pajier 
is  delivered  by  tlie  signer  in  order  that  it  may  be  converted  into  a 
bill»  it  operates  as  a  primdfacu  authority  to  fill  it  up  as  a  com- 
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plete  bill  for  anj  amount  the  stamp  will  cover,  using  the  Btgiudmt 
for  that  of  the  drawer,  or  the  acceptor,  or  an  indorser  ;  and,  in 
like  raanner,  when  a  bill  is  wanting  in  any  material  pArticalar,  the 
person  in  posse&sion  of  it  has  b^  prima  facis  autbontj  U)  fill  op  the 
omisBion  in  any  way  he  thinks  fit 

2,  In  order  that  any  srich  instrument  when  completed  may  be 
enforceable  against  any  ix^rsou  whu  becomes  a  party  thereto  prior 
to  it«  completion,  it  must  be  filled  up  uithin  a  reasonable  time, 
and  strictly  in  accordance  with  the  authority  given.  Re&sonftble 
time  for  this  purpose  is  a  question  of  fact 

Pmvided  that  if  any  such  instrument  after  completion  \a 
negotiated  to  a  holder  in  due  coui'se  it  shall  be  valid  and  effcctua! 
for  all  purposes  in  his  hands,  ami  he  may  enforce  it  as  if  it  had 
been  filled  up  within  a  reasonable  time  and  strictly  in  accurda! 
with  the  authority  given 

147**  1.  AVTiere  a  person  signs  a  bill  as  drawer,  indorBe(r» 
acceptor,  and  adds  words  to  his  si^ature,  indicating  that  he  sijnu 
for  or  on  behalf  of  a  principal,  or  in  a  representative  chaniclcr,  he 
is  not  pei^onally  hiible  thereon  ;  but  the  mere  addition  to  bis 
signature  of  words  describing  him  as  an  agent,  or  as  filling  i 
representative  chai*aoter,  does  not  exempt  him  lh)m  pei 
liability  _ 

2.  In  determining  whether  a  signature  on  a  bill  is  tlmt  of  tbo 
principal  or  that  of  the  agent  by  whose  hand  it  is  written,  the 
construction  most  favourable  to  the  validity  of  the  instramcnt 
Bhatl  be  adopted 

148.*  1.  A  bill  may  be  drawn  payable  to,  or  to  the  onlcr  d, 
the  drawer :  or  it  may  be  drawn  payable  to,  or  to  the  order  of, 
the  drawee 

2,  Where,  in  a  bill,  drawer  and  drawee  are  the  same  pereon,  or 
where  tlie  drawee  is  a  fictitious  person,  or  a  person  not  harin^ 
capacity  to  contract,  the  holder  niuy  treat  the  instrument*  at  hii 
option^  cither  aa  a  bill  of  exchange  or  as  a  promissory  note 


149/  1.  The  drawee  must  be  named  or  othifrwise  iiidjcileil 
iu  a  bill  with  reasonable  ccrUituty 
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2.  A  bill  may  be  addressed  to  two  or  more  drawees  whether 
they  arc  partners  or  not,  but  an  order  addressed  to  two  drawees  in 
the  alttTnative  or  to  two  or  more  drawees  in  suooefision  is  not  a 
bill  of  exchange 

160.'  1.  An  instmmeTit  in  the  form  of  a  note  payable  to 
maker's  order  is  not  a  note  witliin  the  meaning  of  this  80(>*tion 
nnlesfi  and  until  it  is  indorsed  by  the  maker 

*2.  A  note  is  not  Invalid  by  reason  only  that  it  contains  also 
a  pledge  of  collateral  security  with  anthority  to  sell  or  dispose 
thereof 

S.  A  note  which  is,  or  on  the  face  of  it  puri>ort8  to  be,  Ixith 
made  and  payable  within  tlic  British  Hands  is  an  inland  note. 
Any  other  note  is  a  foreign  note 

16L*  The  maker  of  a  promissory  note  by  making  it — 

1,  Engages  that  he  will  pay  it  according  to  its  tenor  ; 

2.  Is  precluded  from  denying  to  a  holder  in  duo  course  tho 
existence  of  the  payee  and  his  then  capacity  to  indorse 

152.*  L  Subject  to  the  provisions  in  this  part  and,  except  as 
by  this  section  provided,  the  provisions  of  this  Act  relating  to 
bills  of  exchange  apply»  with  the  necessary  modifications,  to 
promissory  notes 

2.  In  applying  those  provisions  the  maker  of  a  note  shall  be 
deemed  to  eorres|>ond  with  the  acceptor  of  a  bill,  and  the  fii-j^t 
indorser  of  a  not«  shall  be  deemed  to  correspond  with  the  drawer 
of  an  accepted  bill  payable  to  drawers  order 

3.  The  following  provisions  as  to  bills  do  not  apply  to  notes  j 
namely,  provisions  relating  to — 

(a)  Presentment  for  acceptance ; 
(5)  Acceptance  ; 

(c)  Acceptance  sapri  protest  t 

(d)  Bills  in  a  set 

4.  Where  a  foreign  note  is  dishonoured,  protest  thereof  is 
unnecessary 

153.*  1.  Every  contract  on  a  bill,  whether  it  be  the  drawer's, 
the  acceptor's,  or  an  indorser*s,  is  incomplete  and  revocable,  until 
delivery  of  tho  instrument  in  order  to  give  effect  thereto 
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Provided  that  where  an  acoeptAOce  is  vrHtten  on  a  billp 
the  drawee  gives  notice  to  or  aoooi^Dg  to  the  directioM  of' 
persou  entitled  to  the  bill  that  he  Has  aooepted  it,  the  ncee] 
then  becomes  complete  and  irrevocable 

2.  As  between  immediate  partiea,  aod  as  regiiids  a  r  r  )< 
party  other  than  a  holder  in  dae  courw,  the  dehverj— 

(a)  In  order  to  be  eflFectnal  mnst  he  made  either  by  or  nude? 
the  anthority  of  the  party  drawing,  accepting,  or  indorsing^ 
case  may  be : 

(b)  May  be  aliown  to  have  been  conditional  or  for  a  8p 
purpose  only,  and  not  for  the  purpose  of  transferring  the  propel 
in  the  bill 

Bnt  if  the  bill  be  in  the  hands  of  a  holder  in  dae  oonrce  a 
valid  delivery  of  the  bill  by  aU  parties  prior  to  him  so  as  to  make 
them  liable  to  him  is  conclnsively  presumed 

3.  Where  a  bill  is  no  longer  in  the  possession  of  a  party  who 
bag  Billed  it  as  drawer,  acceptor,  or  indorser,  a  valid  and  nn- 
conditional  delivery  by  him  is  presumed  until  the  contrary  il 
proved 

154.*  A  promissory  note  is  inchoate  and  incomplete  until 
delivery  thereof  to  the  payee  or  bearer 

165."  L  A  promissory  note  may  be  made  by  two  or  more 
makers,  and  they  may  be  liable  thereon  jointly,  or  jointly  and 
ie?erally  according  to  its  tenor 

2.  Where  a  note  runs  "  I  promise  to  pay  "  and  h  signed 
two  or  more  persons  it  is  deemed  to  be  their  joint  andse^ 
note 

156.*  1.  Where  a  note  payable  on  demand  hn*  Wn  indor 
it  must  be  presented  for  payment  within  a  reasonable  time  of  the 
indoi'scmcnt.     If  it  be  not  so  presented  the  indorser  is  diacharged 

2,  In  determining  whnt  is  a  reai*onablc  time,  regard  BhaU  be 
had  t<>  the  nature  of  the  instrnment,  the  usage  of  trade,  and  the 
(bets  of  the  pHrticnlar  case 

3,  Where  a  note  payable  on  demand  is  negotiated,  it  it  noi 
deemed  to  be  overdue,  for  the  pur|x>se  of  aflTccting  tlie  holder  with 
deiacte  of  title  of  which  he  had  no  notice,  by  reason  tbot  it  appear 
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thafc  a  reasonable  time  for  preseotiDg  it  for  payment  has  elapsed 
Riuce  its  issue 

LutbilUt/  qf  Drawer  or  Indorsir 

157. •  1.  The  drawer  of  a  bill  by  drawing  it — 

(a)  Engages  that  on  due  presentment  it  shall  be  accepted  and 
paid  according  to  its  tenor,  and  tliat  if  it  be  dishonoured  he  will 
compensate  the  bolder  or  any  indorser  who  is  compelled  to  pay  it^ 
provided  that  the  requisite  proceedings  on  dishonour  be  doly 
taken; 

(b)  la  precluded  from  denying  to  a  holder  in  due  course  the 
existence  of  the  payee  and  his  then  capacity  to  indorse 

2,  The  indorser  of  a  bill  by  indorsing  it — 

(a)  Engages  that  on  due  preeentment  it  shall  be  accepted  and 
paid  according  to  its  tenor,  and  that  if  it  be  dishonoTii'ed  he  will 
compensate  the  holder  or  a  subsequent  indorser  who  is  compelled 
to  pay  it,  provided  that  the  requisite  proceedings  on  dishonoor  be 
duly  taken  ; 

(b)  Is  precluded  from  denying  to  a  holder  in  due  course  the 
genuineness  and  regularity  in  all  respects  of  the  drawer's  eignature 
and  all  previous  indorsements  ; 

(c)  Is  precluded  from  denying  to  his  immediate  or  a  sub- 
sequent indorsee  that  the  bill  was  at  the  time  of  his  indorsement 
a  valid  and  subsisting  bill,  and  that  he  had  then  a  good  title 
thereto 

168/  Where  a  person  signs  a  bill  otherwise  than  as  drawer 
or  acceptor,  ho  thereby  incws  the  liabilities  of  an  indoi'ser  to  a 
holder  in  due  oouise 

ntffhU  of  the  Holder 

169.*  The  rights  and  powers  of  the  holder  of  a  bill  are  as 
follows : — 

1.  He  may  sne  on  the  bill  in  his  own  name : 

2,  Where  he  is  a  holder  in  due  course,  he  holds  the  bill  free 
from  any  defect  of  title  of  prior  parties,  as  well  as  from  mere 
personal  defences  available  to  prior  parties  among  themselves,  and 
may  enforce  payment  against  alt  parties  liable  on  the  bill : 
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3.  Where  his  title  is  defccbive  (a)  if  he  negotiates  the  !)i1l  to  • 
holder  in  dae  coiii-se,  that  holder  obtains  a  good  and  comjJete  title 
to  the  bill,  and  (b)  if  he  obtains  payment  of  the  bill  the  pcrsoa 
who  pays  him  iu  due  course  geta  a  yalid  discharge  for  the  bill 

Funds  in  Hanch  of  Drawm 

180.*  1.  A  bill,  of  iteclf,  does  not  operate  as  an  amigotaeiil 

of  fntid^  in  the  hands  of  the  drawee  available  for  the  pajmeul 
thcivof,  and  the  drawee  of  a  bill  wlio  doc^  not  acoept  as  reqaii 
by  I  his  Act  is  not  b'uble  on  the  instrnnient.     This  sub-sccl 
shall  not  extend  to  Scutland 

2.  In  Scotland,  where  the  drawee  of  a  bill  has  in  hia  »««%« 
funds  available  for  the  payment  thereof,  the  bill  operated  as  ao 
iissis^ntnent  of  the  sum  for  which  it  is  drawn  in  favour  of  the 
holder,  from  the  time  when  the  bill  is  presented  to  the  drawee 


On  th(t  Consideration 

161.  A  Consiilciution  is  any  luss  or  detriment  to  the  phuntij 
fiiistiiint'd  at  the  roquest  or  for  the  sake  of  the  dofeudaut :  <>r  uriv 
benefit  to  the  defendant  moving  from  the  plaintiff 

162. •  1-  Valuable  consideration  for  a  bill  may  be  ooDsti* 
tnted  by — 

(fit)  Any  ooEsideration  sufficient  to  support  a  simple  contract; 

{h)  An  antecedent  debt  or  liability.  »Such  a  debt  or  liability 
is  deemed  valuable  consideration  whether  the  bill  is  payable  on 
demiiiid  or  at  a  future  time 

2,  Where  value  lias  at  any  time  bwin  given  for  a  bill  the 
holder  is  deemed  to  be  a  holder  for  value  as  rcj^ards  the  aooepior 
and  all  parties  to  the  bill  who  became  parties  prior  to  such  lime 

».  Where  the  holder  of  a  bill  litis  a  lien  on  it,  ariaiog  dther 
IVom  cx)ntraot  or  by  jm[>Ucation  of  law,  he  is  deemed  to  be  m 
holder  for  value  to  the  extent  of  the  sum  for  which  he  has  a  lien 

The  debt  of  a  third  jjerson  is  good  iv  '  flow  for  which  a 
penou  may  bind  hinist'lf  by  bill  pftyuble  ;., 

VoUpUweli  y.  WiUon,  1  Stra,,  2ri4.     CwmU  v.  ln§f^m^  4  B.  ii  fiL, 
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&  W.,  Q06,    Sowerhtf  y.  Butcher,  2  0.  A  M.,  86S.    Btilfour  v.  Tht 
Sm,  Fire,  and  Life  Imv.  Co,,  3  C.  B,,  N.  S,,  300 

163.  But  not  for  a  bill  or  iiot^  payable  on  demand,  aoleflg 
takeu  in  substitution  for  the  other  debt 

Forth  v.  StaniOTtf  1  Wms.j  Saunders,  p.  SlOa,  note  o,  Orojt  v* 
BeaU,  11  0,  B.,  172 

164.  Cross  acccptniices  for  mutiml  accommodation  are  re- 
spectively conaidemtions  for  each  other 

Tiolfe  r,  CoMlon,  2  H,  Bin..  571.  R(Me  v.  Sinu,  1  B.  A  Ad.,  62 L 
CmcUij  V.  Dunlop,  7  T.  R.,  56S.  Buckler  v,  BuHivani,  9  Eaat.,  72. 
Cardwell  V.  Mar  tin,  9  East.,  190 

165.  1.  If  the  bill  or  note  has  been  given  for  an  illegal 
consideration,  or  has  been  obtained  by  fraud,  or  duress,  or  lost,  or 
stolen,  the  defendant  may  call  opon  the  holder  to  prove  the 
consideration  he  gave  for  it 

2.  But  not  otherwise 

Mills  V.  Barber,  1  M.  A  W,,  425.  Percival  v.  Frampton,  2  C.  M* 
A  R.,  180.  Whitnlcer  v.  Edmundt,  1  A,  A  E.,  6:w.  Jacob  y. 
EnrgaU,  1  Moo»  A  Rob.,  445.  Edtnondt  t.  Groves,  2  M.  A  W.,612. 
Smith  V.  Martin,  9  M.  &  W.»  H04.  Fearn  v.  Fif*ca,  7  M.  &  G.,  613. 
Binifham  v.  <S7an2«y,  2  Q.  B.,  117 

166.*  1.  An  accommodation  party  to  a  bill  is  a  person  who 
has  signed  a  bill  as  drawer,  acceptor,  or  indoreer,  liv  it!iout  receiving 
Talue  therefor,  and  for  the  parpoee  of  lending  his  name  to  Bome 
other  person 

2,  An  acoommodation  party  is  liable  on  the  bill  to  a  holder 
for  value ;  and  it  is  iramaterial  whether,  when  such  holder  took 
tlie  bill,  he  knew  such  party  to  be  an  accommodation  party  or  not 


167/  A  holder  in  due  course  is  a  holder  who  has  taken  a  bill, 
complete  and  regular  on  the  face  of  it,  under  the  following 
conditions,  namely — 

(a)  That  he  became  the  hold^T  of  it  before  it  Wiis  ovenlue, 
and  without  notice  that  it  had  been  previously  dishonoui'cd,  if 
fluch  was  the  fact : 

{b)  That  he   took  the  bill  in  good  faith  and  for  ralue,  and 
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that  at  the  time  the  bill  was  negotiated  to  him  he  had  no  notice 
of  aoj  defect  in  the  title  of  the  person  who  negotiated  it 

2.  In  fmlicnlar  the  title  of  a  persion  who  negotiate*  a  hill  tt 
defective  within  the  meaning  of  this  Act  when  he  ohttiinerl  Uw 
hill,  or  the  acceptance  thereof,  by  frsind,  duresLs  or  force  and  few, 
or  other  nnlavrfol  means,  or  for  an  illoi^l  cou-*idoi"a.tion»  or  when 
he  n»^g(>tiate3  it  in  breach  of  faith,  or  imder  snch  circnmstanoei  u 
amount  to  a  frand 

8.  A  holder  (whether  for  value  or  not)  who  derives  his  title 
to  a  bill  throogh  a  holder  in  doe  course,  and  who  is  not  hims^f  a 
party  to  any  fraud  or  illegahty  affecting  it,  has  all  the  righta  of 
tliat  holder  in  due  coarse  as  regaida  the  acceptor  and  all  parties  to 
the  bill  prior  to  ^at  holder 

168.*  1.  Every  party  whose  signature  appears  on  a  hill  ifl 
prima  ficie  deeme<l  to  have  become  a  party  thereto  for  value 

2.  Every  holder  of  a  bill  is  prmd  /me  deemed  to  be  a 
holder  in  due  course  ;  but  if  in  an  action  on  a  bill  it  is  admitted 
or  proved  that  the  acceptance,  issue,  or  subsequent  negotiation  of 
tlie  bill  is  affected  with  fraud,  duress,  or  force  and  fear,  or  iB^ 
gality,  the  burden  of  proof  is  shifted,  unless  and  until  tlie  holder 
proves  that,  suljsequent  to  the  alleged  fraud  or  illegality,  value 
baa  in  good  faith  been  given  for  the  bill 

On  Presentation  for  Acceptance 

169,  The  holder  of  an  unaccepted  bill  should  present  It  for 
Bcce[)tanoe  as  soon  as  possible 

If  the  drawee  refuses  acceptance  the  preceding  partiss  booooM 

lialde  immediately 

If  the  holder  is  a  mere  agent  he  will  be  liable  for  any  hai 
which  may  occur  through  his  negligence  to  present 

A  bill  payable  at  sight  or  presentation  i^  (d 

If  a  bill  is  payable  at  any  period  aft*;r  -  ghi 

of  action  against  any  one  until  presentment  for  acce)  i 

Unless  presentment  for  acceptance  is  made  v  •' 
time  the  holder  loses  his  remedy  against  the  pr»'^ 

What  is  reasonable  time  is  a  mixed  question  oi   i 
and  depends  upon  the  drcomsfcances  of  oach  particuliLi  ^ 
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The  holder  may  put  it  into  circulation  without  presenting  it 

Muilmen  V.  D'Effuina,  2  H,  Bla.,  665.  Gmtpy  ▼,  Harden,  7 
TauDt.,  160.  Fry  V.  Hill,  7  Taunt.,  895.  Siraktit  t,  Qraham,  4 
M.  &  W.,  72L  McUhh  v.  Uawdon,  U  Diug.,  416.  ShuU  v.  /?o6i>w, 
1  M.  &  Mai.,  \m.    Muilick  v.  Jiadakusen,  0  Moore»  P.  0,  Ca.,  46. 

170,  Proscntriifnt  must  be  made  to  the  drawer  or  his  au- 
thorisetl  agent 

Cheek  V.  Boper,  6  Esp.,  176 

171,  The  drawee  is  entitled  to  have  reasonable  time,  usually 
jnty-foiir  horn's,  to  consider  whether  !ic  will  accept  or  not.     If 

ho  detains  the  bill  longer  than  allowed  by  mercantile  usage,  he 
is  held  to  haTe  accepted  it 

Ingram  v.  FotUr,  2  Smith,  242.    Harvey  v.  Martin,  1  Camp.,  425ii 

172,  If  the  drawee  has  ehaiiged  his  residence  the  holder 
must  use  due  diligence  to  find  liiin 

Culling  r.  Butlsr,  2  Stra.,  1087,    Bateman  v.  Jo»eph,  12  East.,  433 

173.'  1.  Where  a  bill  is  payable  after  sight,  presentment 
for  acoeptauce  is  necessary  in  order  to  fix  the  maturity  of  the 
instrumeTit 

2.  Where  a  bill  expressly  stipulates  that  it  shall  be  presented 
for  acceptance,  or  where  a  bill  is  drawn  payable  elsewhere  than 
at  the  residence  or  place  of  business  of  the  drawee,  it  roust  be 
presented  for  acceptance  before  it  can  be  presented  for  payment 

3.  In  no  other  case  is  presentment  for  acceptance  necessary 
in  order  to  render  liable  any  party  to  the  bill 

4.  Where  the  holder  of  a  bill,  drawn  payalilo  elsewhere  than 
at  the  place  of  business  or  rcsideiiee  of  the  drawee,  has  not  time, 
with  the  exercise  of  reasonable  diligence,  to  present  the  bill  for 
acceptance  before  presenting  it  for  payment  on  the  day  that  it 
falls  due,  the  delay  caused  by  presenting  the  bill  for  aeceptaoce 
before  presenting  it  for  payment  ig  excused,  and  does  not  discharge 
the  drawer  and  indorsers 

174.*  1.  Subject  to  the  provisions  of  this  Act,  when  a  bill 
payable  after  sight  is  negotiated,  the  holder  must  either  present 
it  for  acceptance,  or  negotiate  it  within  a  reaaonablo  time 
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2,  If  he  do  not  do  so,  the  drawer  and  all  indorscTs  prior  to 
that  holder  nro  discharged 

3.  la  determining  what  is  a  reasonable  time  within  the 
meaning  of  thia  section,  regard  shall  be  had  to  the  natare  of  ihft. 
bill,  the  asage  of  trade  with  respect  to  similar  bills,  and  the  factft 
of  the  parti ctiJar  case 

175.*  1.  A  bill  is  duly  presented  for    acceptance  which 
pi'esentt:d  in  accordance  with  the  following  rules  : — 

{a)  The  presentnieut  mn^t  be  made  by  or  on  bcholf  uf  the 
holder  to  the  <lra\vei»  or  to  some  person  authorised  to  accept  or 
i-efuse  acceptance  on  his  behalf,  at  a  reasonable  hour  on  a  bosiiMM 
day,  and  before  the  bill  is  overdue  : 

(b)  Where  a  bill  ie  addressed  to  two  or  more  drawees, 
are  not  partners,  presentment  must  l>e  mad.'  to  them  all, 
one  has  authority  to  accept  for  all,  then  presentment  may  be 
to  bim  only  : 

(f)  Where  the  drawee  is  dead  presentment  may  be 
bis  personal  representative  j 

((f)  Where  the  drawee  is  bankrupt  presentment  may  be 
to  him  or  to  his  trustee  : 

($)  Where  authorised  by  agreement  or  usage  a  presentment 
through  the  post  office  is  sufficient : 

3.  Presentment    in   accordance  with  tbeee  rules  ia  ex< 
and  a  bill  may  be  treated  as  dishonoured  by  non-auoeptADOe 

(a)  Where  the  drawee  is  dead  or  bankrupt,  or  is  a  fictr 
[)ei*son,  or  a  person  not  having  capacity  to  contract  by  bill : 

(b)  Where,  after  the  exercise  of  reasonable  diligenoe,  Buch 
presentment  cannot  be  effected  : 

(e)  Where,  although  the  presentment  has  been  iiregidif^ 
acceptance  haa  been  refused  on  some  other  ground 

8.  The  fact  that  the  holder   has    reason  to  I)e1icv6  that  the 
bill,  on  presentmcut,  will  be  dishonoured  does  not  6xcui»c  pre 
eentmeot 

176.*  When  a  bill  is  duly  presented  for  accepLuntM%  and  is  not 
accepted  within  the  customary  time,  the  (»crBon  presenting  it  mtmt 
treat  it  as  dishonoured  by  non-acceptance.     1(  he  do  nut,  tb 
holder  shall  lose  bis  right  of  recourse  against  the  draner  am 
indorsers 
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1T7.*    (1.)  A  bill  is  dishonoured  by  non-aooeptance— 

(a)  Wbea  it  is  duly  presented  for  acceptauoe,  aud  such  nn 
acceptance  as  is  prescribed  by  tbia  Act  is  refused  or  cannot  be 
obtained  ;  or 

(b)  When  presentment  for  acceptance  is  excused  and  tbe  bill 
ia  not  accepted 

2.  Subject  to  the  provisions  of  this  Act  when  a  bill  is  dis- 
honoured by  non-acceptance,  an  immediate  right  of  rcconi*se 
against  the  drawer  and  indorsers  accrues  to  tbe  holder,  and  no 
presentment  for  payment  is  necessary 

0/  Acceptance 

178,  Acceptance  is»  in  general,  an  engagement  to  pay  the 
bill  when  due  in  money 

Clark  V.  Cock,  4  East,  72.    Rusicll  t.  PhilUpi,  U  Q.  B.,  891 

179. •  1.  The  acceptance  of  all  bills  inland  (a),  and  foreign 
(if),  muat  be  in  writing  on  the  bill,  aigocd  by  the  acceptor  or  some 
person  duly  uuthorised  by  him 

2.  The  mere  signature  of  the  drawee  without  additional 
words  is  sufficient 

[a)  1  A  2  Geo.  (1821),  o.  78,  c.  2 
(d)  19  *  30  Viot.  (1856)  o.  97.  B.  6 

180.  The  term  "acceptance"  includes  delivery  or  notifica- 
tion of  the  fact  of  acceptance  to  the  parties  interested 

Cox  V.  Troy^  5  B.  &  Aid,,  474.    Ohapman  v.  Cottrell,  34  L.  J„ 
Bi.,  186 

181.*  It  must  not  express  that  the  drawee  will  peiform  his 
promise  by  any  other  means  than  the  payment  of  money 

182.*  A  bill  may  be  accepted— 

1.  Before  it  has  been  signed  by  the  drawer,  or  wliile  other- 
wise incomplete : 

2.  When  it  is  overdue,  or  after  it  has  been  dishonoured  by  a 
previous  refusal  to  accept,  or  by  non-payment  i 

S.  Wlien  a  bill  payable  after  sight  is  dishonoured  by  non- 
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acceptance,  and  the  drawee  Bubaequeafcly  accepts  ifc,  the  holder,  iir 
the  absence  of  any  different  agreement,  is  entitled  to  hare  the  hill 
accepted  as  of  the  date  of  first  presentment  to  the  drawee  for 

acceptance 

183,     1.  An  acceptance  ouce  completed,  i>.,  hy  writing 
delivery  or  notification,  is  irrevocable  (a) 

2,  But  the  drawee  may  cancel  his  signatore  before  delivieiy" 
or  notification  if  he  pleases  (b) 

(a)  Clarke  v.  Cock^  4  Eftst.,  57.  Ifynne  t,  Ruikej^  5  EilbU,  $14. 
Powell  V.  MonnieTt  1  Atk.,  611.  Mtndizabal  r,  Jdaehado^  3  Moo.  A 
Sc.,  841.     Fairhe  v.  Birring,  3  BiDg,,  625 

(b)  Cox  V.  Ttmj,  5B.&  Aid.,  474.  The  Bank  of  Van  ZHemanU 
Land  V.  r/w  Bank  of  Victoria,  L.  B.»  3  Pr.  C,  52G 

184/  The  acceptor  of  a  bill  by  acoepting  it — 

1,  Engages  that  he  wiU  pay  it  according  to  the  tenor  of  his 
acceptance 

2.  Is  preclnded  fi"om  denying  to  a  holder  in  due  cotirBe — 
(fl)  The  existence  of  the  drawer,  the  genuinuness  of  Ills  sij 

tnre,  and  hia  capacity  and  autboiity  to  draw  the  bill : 

(b)  In  the  case  of  a  bit!  payable  to  drawer's  order,  the  then 
capacity  of  the  drawer  to  indorse,  but  not  the  genninenesa  or 
vaUdifcy  of  hia  indorse  ment : 

(c)  In  tlie  case  of  a  bill  payable  to  the  order  of  a  third  person 
the  existence  of  the  payee  and  his  then  capacity  to  indorae,  hut 
not  the  genuineness  or  validity  of  his  indorsement 

Unless  he  knew  of  the  forgery  at  the  titne  of  aooeptanoe*  and 
intended  the  bill  to  be  circalated  with  a  forged  indoiaement 
Smith  y.  Che«Ur,  1  T.  B.,  6C5.    liobiruon  T.  ITurroWi  7 
455.    Beenmn  v.  Duck,  11  M.  A  W.,  251 

185.     If  the  bill  is  dniwn  in  a  fictitioun  namt,  or  ia  a  fo 
of  a  null  name,  to  the  knowledge  of  the  acceptor,  he  nndertakai 
pay  to  an  indorsement  by  the  same  hand 

Tatlock  V,  flarrtM,  8  T.  B.,  174.     Vtr^  ▼.  LrwU,  8 
Mitigf  V.  Giff»on,  1  H,  BU.,  6r,i),     Gilfon  y.  Hutttrr,  2  !  tI 

B^nett  V.  FameU,  1  Camp.,  130,     Sehulta  v.  A 
0.,  544.     Taylor  v.  Crohrr,  4  Ewp.,  187.    Boju  t.  l 
S51.    Phillipi  V.  Tm  Thurm,  h.  R..  1  C,  P.,  4G» 
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186.    The  acceptance  of  a  bill  purporting  to  be  indorsed  by 

the  payee  does  nob  admit  the  geuuiueness  of  the  indorsement 

Tucker  v,  RubarU,  16  Q»  B.»  660.     Garland  v.  Jacmnh,  L.  B.,  8 
Ex.,  216 


187.  A  person  who  accepts  a  bill  ostensibly  as  agent  for 
another  pei-son,  but  without  his  authority,  is  personally  liable 

Gumfff  T.  Evantn  8  H.  <&  N.«  122 

188.  A  bill  can  only  be  accepted  by  tbe  drawee,  and  not  by 
a  stranger  ;  unless  the  drawee  nitifies  and  adopts  the  signature  aa 
that  of  bis  agent :  or  for  the  honour  of  the  drawee 

Nichohi  V.  Diamond,  9  Exch.,  164,  LinduM  v.  Bradwell,  6  C.  B., 
683.  PolbiU  V.  IValter,  3  B.  A  Aid..  114.  Eastwood  v.  Bain,  3  A. 
&  N„  738.  Davis  v.  Clarke,  6  Q.  B.,  16.  Jackton  v.  Hudson,  3 
Cftinp.,  447 

189.  There  carmoi  be  two  or  more  separate  acceptors  to  a 
bill  nt^t  jointly  respousihle 

But  the  socond  accef>tance  may  be  held  as  a  guaranty  for  tbe 
first 

Jaekton  v.  Hud»on,  %  Oaxnp.t  447 

190.  An  instrument  drawn,  bat  not  addressed  to  any  one,  is 
yet  a  valid  instrument,  if  any  one  accepts  it,  or  it  may  be  infen-ed 
who  the  drawee  is  intended  to  be 

Qmy  V.  Uilner,  8  Taunt.,  739.  Rex  v.  HmiUr,  Rohb.  ife  Ry.,  511. 
Shuttleworih  V.  SUvem^  1  Camp.,  407*  Allan  v.  Mawion,  4  Camp., 
115.  Reif.  V.  Hawkett  2  Mood.,  C,  C,  60.  Reff,  v.  Smith,  2  Mood,, 
C.  C,  2i>5 

191.  If  the  drawee  has  once  admitted  that  the  aoceptanoe  is 
his  writing,  he  cannot  afterwai'ds  allege  that  it  is  forged  (a) 

If  he  i)ays  several  bills  drawn  upon  hira  by  a  person  connected 
with  him  in  business,  but  who  has  forged  his  signature,  he  is 
liable  to  pay  other  bills  drawn  upon  him  in  a  similar  way  {b) 

But  if  he  pays  one  bill  drawn  upon  him  by  a  \)vmm  not  con- 
nected with  him  in  business,  who  has  forged  his  signature,  that 
will  not  bind  him  to  pay  similai*  forgeries  in  fntnr©  {c) 
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(a)  L€adk  r,  Buchanan,  i  £ep.»  826.    Brook  t.  Hook,  L.  fi^  ft 
Ei-.  89 

(6)  Barber  ▼.  Oin^eU^  S  Esp.,  60 

{c)  Caih  T.  Tay^^^r,  U.  &  Webs.,  178.    Jforrii  t.  BethtU,  L.  R,  I 

0,  P.,  47 

192. •  An  accept aiic«  is  aiiheT  general  or  quaUfted 

K  general  acceptance  is  an  absolute  engagement  to  paj  tlie 
bill  according  to  its  tenor  and  effect 

A  qualified  acceptance  is  either  conditional^  f.#„  aa  engagement 
to  pay  tlie  bill  on  a  certain  condition  l>eiiig  fulfilled  ;  or  partial, 
that  is,  varying  from  the  tenor  of  the  bill 

In  particular,  an  acceptance  is  qualilled  which  is — 

(a)  Conditional,  that  fs  to  say,  which  make^  payment  by  th« 
acceptor  dependent  on  the  fnltilmcnt  of  a  condition  therein  stated: 

{b)  Partial,  that  is  to  say,  an  acceptance  to  pay  part  only  of 
the  amount  for  which  the  bill  is  drawn  : 

{c)  Locab  that  is  to  say,  an  acceptance  to  pay  only  at  a  par^ 
ticular  specified  place : 

An  acceptance  to  pay  at  a  particular  place  18  a  general  ac« 
ceptance,  unless  it  expressly  states  that  the  bill  is  to  be  |>aid  tbcre 
only,  and  uot  elsewhere  : 

{d)  Qualified  as  to  time  : 

{«)  The  acceptance  of  some  one  or  more  of  the  drawNiy  Imi 
not  of  all 

193.  1.  The  holder  of  the  bill  is  entitled  to  have  a  r  ■  —  '  •- 
ceptance ;  and  if  the  drawee  offers  a  qualified  acccptauci ,  r 

may  refuse  it ;  note  the  bill ;  and  give  notice  of  dishonour  io  il»e 
preceding  parties 

2.  If  ho  intends  to  receive  it  he  must  give  notice  to  the  other 
parties  and  obtain  their  consent,  or  they  will  be  dis.  ^  '  ia) 

8»*  When  the  dmwcr  or  indorser  of  a  bill  rucn  .<  eof  a_ 

quaUfied  acceptance,  and  does  not  within  a  reasonable  limc  c] 
his  dissent  to  the  bolder,  he  shall  be  deemed  to  have 
thereto 

4.  But  he  must  not  note  or  protest  the  bill,  or  give 
notice  of  dishonour,  as  by  doing  so  the  acceptor  woold  be  die- 
chained  (h) 

i.    Whether  an  aoccptanoe  is  absolute-  or  conditional  jb  m 

question  of  Law 
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(a)  Sebag  v.  Ahithol,  4  M.  &  8.,  462.  lUnee  \,  Young,  2  Bli'gh, 
391 :  see  answers  of  the  Jndges  to  question  thise,  OtithwaiU  y. 
Luntlfij,  4  Camp,,  177.     Boehm  v.  Garcia*,  I  Cain.,  425n 

{b)  Sproat  V.  Matthtws,  1  T,  R„  182.  Bentinck  \,  Dorreint  6 
Ea«t.,  200 

194.*  A  bill  domiciled  at  a  particular  place  is  a  ^'eneml  ac- 
ceptance unless  made  payable  there  only,  and  not  elsewhere 
1  Geo.  4,  0*  78.    Sigger$  v.  Niehoh,  3  Jur.,  341 

195.*  The  provisions  of  this  snb-section  do  not  apply  to  a 
paitiiil  accoptjiiice,  whereof  due  notice  has  been  given.  Where  a 
foreign  bill  has  been  accepted  as  to  pirt,  it  must  be  protested  aa 
to  the  balance 

On  Signing  by  Procuration 

196.  It  is  very  common  for  persona  to  anthorise  others  to 
draw,  accept,  or  indorae  and  negotiute  biHs  for  them»  and  snch 
signing  is  called — ^signing  bij  procm-ation 

Ab  the  agent  is  the  mere  band  which  performs  the  daty> 
persons  may  sign  by  procuration  who  have  no  capicity  in  their 
own  right  to  contract,  such  as  infants,  persons  attainted,  or,  in  fact, 
labonring  any  disqualiEcation 
Oo.  Litt,,  52a 

197.*  A  signatiire  by  procuration  operates  as  notice  that  the 
agent  has  but  a  limited  authority  to  sign,  and  the  principal  is 
only  boirnd  by  such  signature  if  the  agent  in  ao  signing  was 
acting  within  the  limits  of  his  authority 

198,  No  particular  form  is  necessary  to  convey  this  authority^ 
either  verW  or  written.  Bnt  any  one  who  takes  a  bill  drawn, 
accepted^  or  indorsed  by  procuration,  should  make  inqairy  whctfier 
or  not  the  authority  has  bt^n  properly  followed 

AUxander  v.  Mackenzie ^  6  C.  B,,  766.  dttwood  y*  MuHningt,  7 
B.  A  G.«  378 

199.  General  authority  to  transact  business  does  not  carry 
with  it  powers  to  negotiate  bills ;  but  if  the  agent  gives  notice 

yoii,  II.  SN 
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that  he  is  acting  a^  agent,  and  the  ^irincipal  afteirwaida  adopte  hk 
acts,  he  will  be  bound  by  them 

Saundenon  r,  Qriffiihs,  5  B.  ^  C.  909.     Vtre  t.  dth^^  10  B. « 

a,  SdS.    WiUm  ▼.  TMMiiMm,  6  H.  A  Q.,  836.    Anecna  r.  JTorb,  7 

Mji  life  N.i  666 

200.  Special  attthorities  ^ill  be  constrned  strictlj:  bot  if 
afifent  has  been  in  the  habit  of  negotiating  bills  for  his  princs] 
or  oth^  person  connected  n  ith  him  in  basiness,  and  he  haa 
this  person's  acts,  he  will  be  bound  by  them 

Barber  r,  Gingell,  3  Esp,,  60,  LUwfUj/n  v,  WinckwvrtK  IS  M-  A 
W,,  698.  Cosh  V.  Taylor,  LI.  &  Web.,  M.  C,  178.  Prt*e*»U  r. 
Flinn,  9  Bing.,  19 

201.  An  agent's  authority  will  be  presumed  to  oonttnoe 
until  notice  is  given  of  its  termination.  Snch  notice  as  regards 
strangers  must  be  given  in.  77*e  Gazeite,  and  to  costoiuers  and 
correBpondents  by  individual  communication 

202*  An  agent  who  wishes  to  avoid  personal  liability^  most 
either  sign  his  principars  name  only ;  or  expressly  state  on  the 
face  of  the  instrument  that  he  signs  as  agent 

203.     Evidence  cannot  be  received  to  charge  a  principal  who 

IB  not  named  on  the  face  of  the  bill  or  note  (a):  nor  to  discbargo 
an  agent  who  signs  it  in  hia  own  name  {b) 

(a)  Leadbitter  v.  FarT(rte,  5  M.  <t  S.,  819.  BuU  t.  Morr4U,  It  A. 
di  E.,  750.    EdmundM  v.  Buihell,  35  U  J.,  Q.  B.,  91 

{b)  Higgim  ▼.  Smi&r,  8  M.  dfe  W^  884 


204.    Where  an  agent,  being  duly  authorised,  exprenlj 
on  the  face  of  the  instrument  that  he  merely  signs  it  by  ptoemh 
tion,  for  a  principal,  he  will  not  be  boimd 

But  if  in  any  case  whatever  he  signs  it  without  authority,  ht^ 
and  he  only,  will  be  personally  liable  ;  and  bis  repreaea(iittT«A  •• 
well 

Let  T.  Zagury,  8  Taunt..  114,    Leadhittrr  v.  Fairw,  £  If.  A  &« 
845.    S(noerb]f  v.  Butcher ;   AUxandtr  v.  Sf /^»  L.  IL,  4  Ex,, 
Qtmpif  ▼.  Uardtn,  7  Tftunt.,  1«0.    Ltjmfre  v.  Uoffd^  5  Taaat^ 
Thowuu  v.  Bishop,  2  Stra.,  955.     Jitw  v.  Pettct,  1  A.  A   K  ,  ll 
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Mare  t.  CharUt,  6  B.  A  B„  978,  Lewi*  v.  NiehoUitn,  16  Q.  B.,  609. 
nandall  v.  Tummen,  18  C.  B.,  786.  ColUn  v.  Wright,  7  E.  A  B., 
301.  Kflner  v.  Baxf^r,  L.  R.,  2  C.  P..  174.  ;^Vof*  v,  Lard  Eburtj, 
L.  B.,  2  C.  P.,  255,    PoiAilf  r.  R"a/^<^f,  3  B.  A  Ad.,  114 


206,     In  ordinary  trading  partnerships  each  meraber  of  the 
Brm  may  bind  it  by  bills 

But  he  must  use  the  name  of  the  firm,  or  one  which  it  is 
iome times  known  by 

Dormant  or  secret  partners,  and  also  ostensible  partners^  or 
persons  wh'o  hold  themselves  out  aa  partners,  are  also  bound 

Pincktiey  v.  BaU,  1  Salk..  126.  Lane  v.  Wiltiam;  2  Vera.,  277. 
Well*  V.  MoMtcrman,  2  Esp.,  731.  HnrrUon  v.  Jttckton,  7  T.  R„ 
207.  Swan  v.  SteeU, 7  East.  210.  Ridlty  v.  Taykr,  13  East,  175. 
LeiDu  V.  Reilly,  1  Q.  B.,  349.  Stephem  y-  ReynoliU,  5  H.  A  N., 
513.  Maion  \,  Eumtry,  1  Camp..  S84.  ^ic^ffon  T.  liicketti,  29 
L.  J..  Q.  B.,  66.  South  Carolifui  Bank  v.  Cojie,  8  B.  <!t  (J.,  427. 
£x  ^artt;  Bolitho,  BucIe.,  100.  ThickneMse  r.  Bromilow,  2  €.  A  J,, 
425.  X%d  V.  Aiihby,  2  B.  &  Ad.,  2.S.  Ten?  v.  J»/jbi/,  10  B.  &  C, 
288.  Gurney  v,  EtvJTW,  5  H.  A  N.,  122.  WUliurtu  v,  /o;*rwcw,  1  B, 
A  C,  14tt.  i'^urfcej  v.  Manhall,  11  Ex.,  166.  Mudae  v.  SufherUndt 
a  E.  A  B.,  1.    Uroton  v.  JSTirf^^rr,  3  H.  <&  N.,  B63 

206.  If  he  does  not  Bign  the  name  of  the  firm  it  will  not  t>e 
bound 

Faith  r,  Bichmond^  11  A.  &  E.,  339.  Kirk  v.  Dlurton,  9  M.  <& 
W.,  284.  S»J?i«  V.  WalJur,  2  Camp.,  308.  Ex  parte  Emty,  1  Bose, 
61.    Emiy  V.  Lye,  16  Eajt..  7 

207.  But  a  member  of  a  non-trading  partnership  cannot 
bind  it  by  bills  :  unless  authority  may  be  inferred 

Dickinson  t.  Valpy,  10  B.  A  C,  128.  Broitm  v.  ByetM,  U  M.  St 
W.,  252.  Thiehi€»»e  t.  Bromilow,  2  Cr.  &  J.,  426.  Oreemlade  y. 
Demar,  7  B.  <t  C,  635.  H<rrf/^  t.  Bainbridfje,  3  Q.  B,,  ai6.  Z^py 
V.  i^y»i*<,  C.  &  MftT.,  453.  Fonter  v,  Jfac*/«</*,  L.  B.,  2  Ex„  (>9, 
Sfftii/i  V.  CrawtfT*,  Cr.  A  J.,  600 


208.  Creditors  carrying  on  a  bnsinesa  to  satisfy  their  debta 
out  of  the  business  arc  not  partners 

Wfuatcroft  V.  ffickmait,  9  C.  B.,  N,  S.,  47 

209.  1 .  A  person,  however,  who  takes  a  bill  or  note  from  one 

ma  2 
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partner,  knowing,  or  having  reasonable  caose  to  suspect,  that  it  is 
contrary  to  the  consent  of  the  other  partners,  cannot  sae  them  (a) 
2.  And  the  indorsee  of  snch  bill  taken  in  fraud  of  the  partner- 
ship, most  prove  that  he  innooentlj  gave  valne  for  it  {b) 

(a)  ^eiUmt  t.  NeviUe,  L.  B.,  5  C.  P.,  47&  Barber  t.  Baekhoute, 
Peake,  86.  J<me$  t.  Yate$,  9  B.  A  C,  532.  Jaeaud  t.  French,  13 
East,  317.  Laveson  v.  Lane,  13  G.  B.,  N.  S.,  278.  Ex  parU 
Bonbonus,  8  Yes.,  540.  Green  t.  Deakin,  2  Stark.,  347.  Ex  parU 
Qoulding,  2  6L  A  J.,  lia  FranJUand  ▼.  MeGntt^,  1  Knapp..  P.  C, 
274.  Lord  GaJway  ▼.  Mathew,  10  East,  264.  Sherrif  ▼.  Wilkei, 
1  East.,  48 

(6)  Arden  ▼.  Sharpe,  2  Esp.,  524.  WeUt  ▼.  Moitennan,  2  Espu, 
731.  Ho^^  ▼.  Sheen,  34  L.  J.,  C.  P.,  153.  Bidley  ▼.  Taylor,  13 
East,  175.    Sutton  ▼.  Gregory,  2  Peake,  150 

210.  If  the  same  person,  a  partner  in  two  firms  of  the  same 
name,  negotiates  a  bill  in  the  common  name  of  the  firms,  the 
holder  may  sne  either 

Baher  t.  Charlton,  Peake  80.    Swan  ▼.  SteeU,  7  East,  210 

211.  Dissolntion  of  partnership  shonld  be  notified  in  The 
Gazette,  which  will  avail  against  persons  who  have  had  no  deal- 
ings with  the  firm :  bat  all  customers  and  correspondents  should 
receive  individual  notice  of  dissolution ;  otherwise  ex-partners 
may  still  bind  the  firm  to  parties  who  have  had  no  notice  of  the 

fact 

Heath  t.  Sansom,  AB.&  Aid.,  172.  Booth  t.  Qtnn,  7  Price,  193. 
Godfrey  v.  Turnbull,  1  Esp.,  871.  Graltatn  t.  Hope,  Peake,  154. 
GraJiam  t.  Tftompson,  Peake,  42.  Nemorne  v.  Colee,  2  Camp.,  617. 
Farrar  v.  DeJUnne,  1  0.  &  K.,  580.  William$  ▼.  Keatee,  2  Stark., 
290 

212.  The  change  of  the  names  on  Uie  cheques  of  a  firm  of 
bankers  is  a  sufficient  notice  to  their  customers  of  a  change  in  the 
firm 

Barfoot  ▼.  QoodhaU,  8  Camp.,  147 

213.  After  a  dissolution  of  partnership  the  members  are 
separate  individuals,  and,  therefore,  all  must  join  in  signing  a 
bill  (a) 
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Unlefia  tbey  give  authority  to  one  of  their  number  to  Bign  for 
them  {b) 

(a)  Abel  v.  Sutton.  3  Esp..  108.  Kilgom  ▼♦  lunlinjuon,  I  H., 
Bla.,  155 

(b)  Smith  V.  Winter,  AM,d£  W,,  151 

On  the  Alteration  of  a  Bill  or  Nots 

214.    A  bill  or  note  (nay  be  altered  by  the  consent  of  the 
piu'ties  before  it  la  issued, «.«.,  passed  nway  for  value 

Kennerley  v.  N(Vih,  1  Stark.,  453.  Downa  t.  Riehardtont  5B,  A 
Aid.,  674.  TarUton  y*  ShingUr,  7  0.  B.,  812.  Maum  ▼.  Petit^  I 
Camp.,  62n 


216.  After  a  bill  or  note  has  onoe  been  issned  tt  cannot  be 
altered  in  any  material  part,  t'^.,  so  as  to  alter  the  responsibility 
of  the  parties 

Except  only  to  correct  a  mistake,  and  to  fWfil  the  original 
intention  of  the  parties 

Master  v.  Miltfr,  4  T.  li.,  B20;  amrmed  2  H.  Bla.,  141.  Bowman 
▼.  Nicholt,  5  T.  B.,  537.  Kershuw  v,  Cox,  3  Eap.,  216.  Trapp  v. 
Spearman,  2  Eap.,  57.  Cardu^U  v.  Martin,  9  East.,  100.  Knill  v. 
WiUiamt,  10  East,  431.  CowU  v.  BaUnll,  4  B.  &  Aid.,  197. 
Tidmarth  v.  Grover,  1  M.  A  S,,  785.  Cock  v.  CoxweU,  2  CM*  A 
n..  291.     Calton  v.  Stmp*ftn,  8  A.  <fe  E.,  136.     BurehfiHd  v.  A/oor*, 

3  E.  4  B.,  083.  Macififoifh  v.  Ilaydon,  Ry.  *t  Mo.,  362.  Denbrotce 
?.  Wetherhy,  M.  A  Bob..  438.  Tayior  v.  Moxd^j,  6  C.  A  P.,  273, 
Havulin  v.  Bmc^f,  0  Q.  B.,  306.  Hodge  v.  Prinifle,  29  L.  J.,  Ex., 
116.     Ouefcu?ffif/w  V.  Lnntlnj,  4  Camp.,  170,     l?'a«o«  v.  Hmtinijn, 

4  Cwnp.,  223.  Baiht  v.  Taylor,  16  East.,  412.  ilrwff  v.  PicJfcarci, 
Ey.  A  M.,  37.  /acofc  v-  Hart,  6  M.  A  S.,  142.  E.t  parte  White,  2 
Deft.  A  Ch.,  334.  Byrom  v.  Thontpiton^  11  A.  A  E.,  31.  CariiM  ▼, 
ra<ter»^«,  2  M.  A  O.,  890.  Miuon  v.  BradUrj,  11  M.  A  W.,  5flO. 
Uirchman  v.  Bwdd.  L.  B.  A  Ei,,  171.  Warrington  v.  ^ariy^  23  L. 
J„  Q.  B.,  47 

216.*  1.  Where  a  bill  or  accoptanee  is  materially  altered 
without  the  assent  of  all  parties  liable  on  the  bill,  the  bill  is 
avoided  except  as  against  a  paity  who  has  himself  made,  author- 
ised, or  assented  to  the  alteration,  and  subsequent  indorsers 

Provided  that — 

Where  a  bill  has  been  materially  altered,  but  the  alteration  ii 
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not  apparent,  and  the  bill  is  in  the  hands  of  a  liolder  in  due 
course,  such  holder  may  avail  hiTuself  of  the  bill  as  if  it  hwi  not 
been  altered*  and  may  enforce  payment  of  it  according  to  iu 
original  tenor 

2.  In  particular,  the  following  alterations  are  matena), 
namely,  any  altemtion  of  the  date,  the  sum  payable,  the  time  of 
payment,  the  place  of  payment,  and,  where  a  bill  haa  been  aooepted 
generally » the  addition  of  a  place  of  payment  without  the  acoeptofi 
assent 

217*  An  alt<*ration  which  is  not  material,  •'.#.,  which  doea  not 
vary  the  responsibility  of  the  parties  will  not  vitiate  it 

Trapp  V.  spearman^  S  East.,  57.     WalUr  t.  CubUjf,  9  0. 4  H, 
151,    Aldout  T.  Corntpell,  L.  K,  3  Q.  B>,  573 

218.  An  accommodation  bill  may  be  altered  by  the  partiM  to 
it  before  it  is  issued,  f.#.,  before  it  is  passed  away  for  value 

Dovmes  T.  RichardMcn^  5  B.  <&  Aid.,  674.    Atwood  x,  Gr^jfim,  t  G. 
&  P.,  S68.     Tarleton  t.  Shingler,  7  0.  B.,  813 


219.  An  alteration  by  the  drawer  or  payee  of  a  bill,  or  the 
payee  of  a  note,  does  not  extinguish  the  debt  (a):  unleas  the  kfll 
or  note  was  taken  in  satisfaction  of  the  debt  (b) 

(a)  SiUton  ▼.  Tootiur,  7  B.  ifr  0..  -116.    Atkiruon  v.  liawdom^  S  A. 
A  E..  62d.    Sloman  y.  Cox,  1  0.  M.  <fc  B.,  471 
(6)  MacdiymaU  t.  Boyd,  17  h.  J.,  Q.  B.,  8i»5 

220.  An  alteration  by  the  indorsee  not  only  makes  the  in* 
stromeut  void  as  against  all  pardes,  but  also  extingnishca  Um 
debt  due  from  the  indoraer  to  the  indorsee 

Alderton  ▼.  LangdaU,  8  B.  A  Ad*.  660 

221.  The  transferee  of  an  altered  bill  has  only  the  rif^hit 
the  transferor 

DurekfUld  t.  Moort,  8  £.  d  B.,  688 

222.  If  a  person  gives  a  renewal  for  a  bill    *' 
vitiated  by  an  alteratioti,  he  is  nut  Htiblc  on  thtj  i\  u.*  wa^ 
not  aware  of  the  alteration  at  the  time  he  gave  th«;  ivoQWvd  bill 

Bill  T.  Qardiner,  i  M.  d(  G.,  11 
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223.  The  maker  of  a  pruniissory  note  is  discharged  from  his 
liability  by  tiny  alteration  of  the  note,  wherever  the  altered  instru- 
ment, if  genuine,  wouid  operate  differently  from  the  original 
inBtrament,  even  though  it  should  be  to  his  advantage :  as,  for 
inBtance,  if  nameg  are  added  to  a  joint  and  several  note  besides 
those  originally  intended  to  be  on  it 

Clerk  r.  BUtok$toeK  Holt's  N.  F.  0,,  471.  Oaritur  ▼.  WaUh,  5 
E.  &  B..  83 

224*  A  person  who  sues  upon  an  altered  bill  will  be  required 
to  prove  the  circum^stiinces  of  the  alteration  ;  and  if  he  cannot,  it 
is  a  qnefetion  for  the  jury 

Johmon  \,  D\ihe  of  Marlborough^  2  Stark.,  313.  Henman  ?. 
IHckinMon,  5  Bing.,  X83,  Knight  y.  CltmenU,  %  k,  6t  B.,  215, 
BUhop  T.  Ohamhre,  1  M.  A  Mai.,  116.  DUhrowe  ▼.  Wetherby,  6  0. 
&  P.,  758.     Taylor  v,  MoteUy,  6  0.  A  P.,  273 


Negotiation  of  Bills 

225.*  1.  A  bill  is  negotiated  when  it  is  transferred  from  one 
}on  to  another  in  such  a  manner  as  t.o  constitute  the  transferee 
holder  of  the  bill 
2.  A  bill  payable  to  bearer  is  negotiated  by  delivery 
8»  A  bill  payable  to  order  is  negotiated  by  the  indorsement  of 
the  holder  completed  by  delivery 

4,  Where  the  holder  of  a  bill  payable  to  his  order  transfers  it 
for  value,  without  indorsing  it,  the  transfer  gives  the  transferee 
such  title  as  the  transferor  had  in  the  bill,  and  the  transferee 
in  addition  acquires  the  right  to  have  the  indorsement  of  the 
truusferor 

5.  Where  any  person  is  under  ohligation  to  indorse  a  bill  in  & 
rt'presentative  capacity,  he  may  indorse  the  bill  in  such  terms  aa 
to  negati?e  personal  liability 

226.*  All  bills  and  notes  are  now  transferable  or  negotiable 
without  being  made  payable  to  the  payee,  or  '*  bearer,"  or  ''order" 
36  A  87  Vict.  (1873),  o.  66,  a.  26,  S  6,  11 
If,  however,  the  words  "  or  order"  are  inserted,  they  can  only 
be  transferred  by  the  payee*s  indorsement 

Signature  and  delivery  constitute  indorsement 
i  6,  1,  9Upra, 
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227/  1.  Wfaoe  tbt  hMet  cif  m  biD  psjifafe  Id  bomr  nego 
CttU*  ii  bf  ddhcfy  witlMNa  laiaaiBg  k,  be  »  Mlled  m 
by  ddntefy** 

A  tiBiirferar  bgr  deUroy  M  Boi  libfe  en  tlie 

S.    A  ttatiiCeror  by  detivay,  who  wgiiliilgt  «  bill,  thvtkf 

wmnrnnU  to  b»  ppnwdkfce  tnosfieree,  betng  m  bolder  lor  fvloe, 

>  bin  k  wbat  ti  prnporti  to  be^  Owfe  be  bM  &  rigiii  to 

it^  nd  that  «l  Uie  lime  of  tnosfer  be  Is  not  air&re  of  uy 

tad  wbkh  reoden  i^ 


228.*  An  tndoTwmeiit,  in  order  to  opeiBie  m  a  aegofeklioii^ 
most  comply  with  the  following  oonditioos,  namely  : — 

1 .  It  must  be  written  on  the  biU  itself,  and  be  signed  hy  tha 
indoner  The  simple  gignatnre  of  the  indorser  on  the  bill,  wiUmttt 
additional  words,  is  sufficient 

An  indonemeDt  written  on  an  allonge,  or  on  a  *^  copy  "  of 
ft  bill,  isBiied  or  negotiated  in  a  country  where  "  oopiea  *^  aro 
recognised,  is  deemed  to  be  written  on  the  bill  itself 

2.  It  mnst  be  an  indorsement  of  the  entire  bilL  A  partial 
indorisenient,  chat  is  to  say,  an  indoraement  which  pnrports  to 
transfer  to  the  indorsee  a  part  only  of  the  amount  i>ayahlc,  or 
which  purports  to  transfer  the  bill  to  two  or  more  indorsees 
severally,  does  not  operate  as  a  negotiation  of  the  bill 

H.  Where  a  bill  is  payable  to  the  order  of  two  or  more  payees 
or  Indon^eeR,  who  are  not  partners,  all  mnst  indorse,  nnlcas  the  ond 
indorxin^  hn8  aothority  to  indorse  for  the  others 

4,  Where,  in  a  bill  payable  to  order,  the  payee  or  indorse  ii 
wronf^Hy  designated,  or  his  name  is  mis-spelt,  he  may  indocas 
the  hill  as  therein  described^  adding,  if  he  think  fit,  his  proper 
signature 

5.  Wliere  there  are  two  or  more  indorseinents  on  a  btlt»  eacb 
indoraement  is  deemed  to  have  been  made  in  the  order  in  wbkb 
it  appeam  on  thu  bjtl,  until  the  contrary  is  proved 


229.  An  indoriement  may  either  be  in  blank ;  or  spttialt  ot 
in  fuH 

An  Indorsement  in  blank  is  when  the  indorsi  r  simply  wnles 
bis  name,  usmlty,  but  uot  rucuutrily  (1),  on  the  back  of  tha 
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instniment,  and  delivers  it  to  the  indorsee.    Such  an  indoreemeat 
makes  the  bill  or  note  payable  to  bearer  {a) 

The  delivery  may  be  either  actual  or  constructive,  as  where 

»the  iudoi-ser  notifies  to  the  iiulorsee  that  he  has  indorsed  the  bill 
to  him,  but  yet  retains  it  in  his  own  possession 
(ti)  Peacock  V.  Ehodes,  2  Doag.,  693.     Fmncii  r.  Mott,  cited  in 
pieoediag  cose.     Ord  v.  Portal,  3  Camp.,  239.    Low  v.  Oopestatut  3 
_  O.A  P.,  300.     Machell  v.  Kinnear,  1  Sturk.,  499 

■  (1)  Eex  V.  Bigg,  1  Stra,,  18.    Ex  parte  Yates,  27  L.  J.,  Bkoy..  9 

230,    A  special  indoi-sement,  or  an  indorseracnt  in  full,  is 
where  the  instrunient  is  indors'xl  ity  rmme  to  some  si>ecific  fierson 
The  special  indoi-scc  can  then  onlj  transfer  it  by  indorsement: 
and  this  he  may  do,  whether  it  is  merely  indorsed  to  him,  or  to 
him  "  or  order  " 

The  provisions  of  this  Act  relating  to  a  payee  apply  with  the 

necessary  modifications  to  an  indorsee  under  a  special  indorsement 

Moore  t.  Mamiing,  Com.,  311.    Acfuum  v.  Fountain^  1  Stra,,  657. 

Edie  V,  East  India  Co,,  2  Burr.,  1216.     Cunligt  v.  WhiUhmd,  & 

Scott,  81.     Gay  t.  Lander,  6  C.  B,,  336 

231*  A  bill  once  indorsed  in  blank,  and  aftenvards  indorsed 
in  Full,  is  fmyable  to  bearer  as  regards  all  the  parties  before  the 
special  indoi'sser:  but  as  against  the  special  indorser,  title  must  be 
made  through  his  indorsee 

Smith  V.  Clarke,  1  Peake,  N.  P.  C,  2D5.    Leonard  v.  WiUon,  % 
Cr.  d  M.,  o89.     Walker  Y.  MacdonaJd,  3  Ex.,  527 

232.*  When  a  bill  has  been  indoi^d  in  bhink,  any  holder 
may  convert  the  blank  indorsement  into  a  special  indorsement  by 
writing  above  the  indorser's  signature  a  direction  to  pay  the  bill 
to  or  to  the  order  of  himself  or  some  other  person 


233.*  I.  An  indorsement  is  restrictive  which  prohibits  the 
further  negotiation  of  the  bill,  or  which  expresses  that  it  is  a  mei-e 
authority  to  deal  with  the  biU  as  thereby  directed,  and  not  a 
transfer  of  the  ownership  thereof;  as,  for  example,  if  a  bill  bo 
indorsed  '*  Pay  D.  only/*  or  "'  Pay  D.,  for  the  account  of  X,**  or 
*•  Pay  D.,  or  order  for  rallection  " 

2.  A  '•cstrictive  indorsement  gives  the  indorsee  the  rii'ht  to 
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receive  payment  of  the  bill,  and  to  sne  any  party  thereto  thftt  his 
indorser  could  have  sued,  but  gives  him  no  power  to  tninarer  hu 
rights  as  indorser  unless  it  expressly  authorise  him  to  do  so 

3.  Where  a  restrictive  indorsement  authorises  further  transfer, 
all  subsequent  indorsees  take  the  bill  with  the  same  righto,  and 
subject  to  the  same  liabilities,  as  the  tirst  indorsee  under  the 
restrictive  indorsement 

234.  There  may  be  any  number  of  indorsements  OfU  a  biQ 
or  note;  and  if  there  is  not  room  for  them  on  the  original 
instrument,  an  additional  piece  of  paper  may  be  added  to  it — 
caUed  an  allonge — which  requires  no  stamp 

235.  A  mis-spelling  does  not  necessarily  avoid  an  indc 

ment 

Leonard  v.  WiUon,  2  Cr.  A  M.,  589 

236.  Every  indorser  is  in  the  nature  of  a  new  drawer 
Penny  y,  Innes,  1  C,  M,  <t  B.,  441.    AJUn  t.  Walker,  2  At  A  W. 

817 

237.  He  contracts  that  if  the  drawee  does  nob  at  maturity 
pay  the  bill,  he  will,  on  receiving  due  notice  of  dishonour,  pay 
the  holder  the  sum  which  the  drawee  ought  to  have  paid,  togL'tber 
with  such  damages  as  the  law  allows  as  an  indeionitj 

Sute  ▼.  Pompe,  8  C.  B.,  N.  S.,  638 

238.  A  person  who  accepts  or  indorses  a  blank  bill  or  note  ff 
liable  for  any  amount  the  stamp  ^vill  cover 

RuiittU  T.  Lanffitqffe,  2  Doug..  514.  Uifur  r.  Dauney^  i  Camp^ 
97.  FatfMTM  v,  NoriK  13  East,,  617.  Snaith  ▼.  Min^oy,  1  H.  4 
S.,  87.  CruchUiy  t.  CUrance,  2  M.  A  S.,  90,  CoUU  v.  fifMl»  1  H. 
Bla.,  318.    SchulU  x.  AHUy,  2  Bing.,  N.  0,,  544 


239.    An  indoi^er  admits  the  signature  and  capacity  of  evcrj 
prior  party  {a),  but  he  does  nut  warrant  them 

{a)  Lambert  V.  Pack,  I  Solk.,  127.      Witliaitu  v.  SM^rw^e^  1 

Banuuni,  82.     Crichl<m  ▼.  Parry,  2  Camii.,  182,    I'>4t  t.  H*twtimt 

Holt..  K.  P.  0.,  £S0.    Maegregor  v.  Rhodet,  S5  L.  h,  Q.  B..  SL9 

ib)  Kmt  India  Co.  v.  THUon»  S  D.  4  €.,  $80 
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240.  If  two  persons,  not  partnera,  arc  the  piiyecs  of  a  bill  or 
note,  both  must  indorse 

Carvick  t.  Vickfnj,  2  Dang.,  C5Sn 

241.*  Where  a  bill  purports  to  be  indorsed  conditionally  the 
cuudition  may  be  disregarded  by  the  payer,  and  payment  to  the 
indorsee  is  valid,  whether  the  condition  has  been  fulfilled  or  not 


I 


II 


242*    A  bill  may  b(?  indorsed  conditionally,  and  if,  after  such 
iditional  acceptance,  the  drawee  accepts  it  and  pays  it  without 

the  condition  being  fal^Ued,  he  is  liable  to  pay  it  agaiti  to  the 

payee 

Robertaotk  r,  KennngUmt  4  Taunt.,  ZO 


243.*  Where  a  bill  h  negotiated  back  to  the  drawer,  or  to  a 
prior  itidorser,  or  to  the  acceptor,  such  party  may,  subject  to  the 
provisions  of  this  Act,  re-issue  and  farther  negotiate  the  bill,  but 
he  is  not  entitled  to  enforce  payment  of  the  bill  against  any 
intervening  party  to  whom  he  wtia  previously  liable 

Unless  there  are  special  circ  amstancea  which  would  prevent 

L         them  from  suing  him 

^K  WilUra  V.  Stevem,  15  M.  <!k  W.,  208.      MorrU  v 

^^^^  Q.  B.»  589.    BouUott  v.  Woodcott,  16  M.  A  W.,  684. 

^^^L  Ctarke,  16  M.  A  W.,  834 

F        adc 
L^   or « 

^^   imi 


Walkrr, 
William 


244.  An  indoreer  may  exempt  himself  fmm  liability  by 
adding  the  words  **  sans  recours,*'  or  "  without  reoom^se  to  me/* 
or  similar  words 

He  may  also  exempt  himself  from  personal  liability  to  his 
immediate  indorsee  by  an  agreement,  written  or  oral 

But  this  would  not  affect  a  holder  for  value  without  notice 

Pike  V,  Street,  1  M.  A  M„  226,     Thompmn  v.  Clubley,  1  M,  4?  W,, 
812,     Coitriffue  v.  IhiUi()rig,  10  Moore,  P.  C.  Ca.,  94 


246.     Strikin<^  out  au  indorsement  intentionally  discharges 
the  iiidorser  {a)  :  but  not  if  done  by  mistaku  {b) 

(a)  Fairchufjk  v.  Favia^  9  Ex.,  690 

{b)  JVilkituon  v.  Jaktuon,  8  B.  dk  0.,  42d 
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246.  A  tmst  may  be  expressed  on  the  face  of  the  bill^  or  io 
the  indoi-semeat 

Evan4  ▼,  CramJin^Um,  Carth.,  5.  Snte  t.  Prtacctt,  1  Aik_,  W7» 
Anther  T.  Bank  of  England,  2  Doug..  637.  E<fie  t.  Eart  ttuUm  Ca^ 
2  Burr.,  1227.  TreuiUl  v,  Bamtutm,  8  Taout.,  100.  Si^ounep  ▼. 
Lloyd,  8  B.  <fe  C,  622 ;  affirmed,  5  Bing.,  525 

247.  The  traosferee  of  a  bill  held  in  trast  cannot  retain  it 
against  the  true  owner  (a) :  and  if  the  acceptor  is  obliged  to  pij 
it,  he  may  recover  the  amount  from  the  deposiUiry  (d) 

(a)  Gt^ggerly  v.  Cuthbtrt,  2  N.  B.,  170.    Evan*  T.  Kfw^t  1  B.  A 
^d.,  528.    RolMon  v,  Rolh,  1  M.  d  Rob.,  28*> 
(6)  ^Itfodon  ¥.  CharUt,  7  Bing..  246 

248.  If  a  person  liolda  a  bill  or  note  merely  as  the  ageot  of 
another  person,  he  has  only  the  title  of  his  priucipal 

Solomon*  \,  Bank  of  England^  13  Eadt.«  135 

249.  1.  If  an  indorsee  gives  valne  for  a  bill  which  has  been 
refused  acceptance,  without  knowledge  of  the  fact,  he  has  the 
Qsual  remedies  against  the  parties  to  it  (ii) 

2.  But  if  he  taken  it  with  knowlod^'c  that  it  has  been  refused 
acceptance,  he  can  only  charge  his  immediate  iudorser  {h) 

(a)  O'Keeffi  V.  Dunn,  6  Taunt.,  305 ;  affi-,  6  M.  dk  S,.  282.  irJWiy- 
head  V*  Walker,  d  M,  &  W.,  dO() ;  10  M.  <»  W.,  606 

{h)  CroMnlnj  V.  Ham,  13  Ejiat.  4QB,  BartUU  ▼.  Btniivny  16  IL 
A  W.,  6% 


260.*  1.  Where  a  bill  is  negotiable  in  its  origin  it  00DtfnP6i 
to  be  negotiable  until  it  has  been  (a)  restrictively  indorsed  or  (6) 
discharged  by  payment,  or  otlicrwise 

2.  Where  an  overdue  bill  is  negotiated,  it  can  only  be  nego* 
tiated  subject  to  any  defect  of  title  aflFecting  it  at  its  maturity,  and 
thenceforward  no  person  who  lakes  it  can  acquire  or  give  a  bettor 
title  than  that  which  the  f)ersou  from  whom  he  took  it  had 

S.  A  bill  payable  on  demand  is  deemed  to  be  overdue,  within 
the  meaning  and  for  the  purposes  of  this  section,  when  it  app<iini 
on  the  face  of  it  to  have  l)eeu  in  circulation  for  an  unreasumible 
length  of  time.  Wliat  is  an  unreasonable  length  of  time  for  thia 
I)uq)08C  is  a  question  of  fact 

4.  Except  where  au  indorsement  bears  date  after  the  raatnritf 
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of  the  bill,  every  negotiation  is  primd  facie  deemed  to  have  beett 
effected  before  the  bill  was  overdue 

5.  Where  a  bill  which  is  not  overdue  has  been  dishonoured, 
any  person  who  takes  it,  with  notice  of  the  dishonour,  takes  it 
subject  to  any  dcfi^ct  of  title  attaching  thereto  at  the  time  of  dis- 
honour, but  nothing  iu  thia  sub-section  shall  affect  the  righla  of  a 
bolder  in  due  course 

LoBt  Tnstrttmt^nfs 

261.*  Where  a  bill  has  been  lost  before  it  is  overdue,  the  per- 
son who  was  the  holder  of  it  may  apply  to  the  drawer  to  giVG  him 
another  bill  of  the  same  tenor,  giving  security  to  the  drawer,  if 
required,  to  indemnily  him  against  all  persons  whatever,  in  case 
the  bill  alleged  to  have  been  lost  shall  be  found  again 

If  the  drawer,  on  request  as  aforesaid,  refuses  to  give  such 
diiphcate  bili,  be  may  be  compelled  to  do  so 

252.  In  any  action  or  proceeding  upon  a  bill,  the  Court,  or  u 
Jud^o,  may  order  that  the  loss  of  the  instrument  shall  not  be  set 
np,  provided  an  indemnity  be  given,  to  the  satisfaction  of  the 
Court  or  Judge,  against  the  claims  of  any  other  person  upon  the 
instrument  in  question 

On  tkd  Property  in  Instrument  Lost  or  Sfolm 

263,  If  any  negotiable  bill,  note,  obligation,  or  security  for 
money  be  lost  or  stolen,  the  finder  or  thief  cannot  retain  it  against 
the  true  owner,  or  recover  against  the  parties  to  it 

Anonymoui,    1  Ld.  Bajm^^  738.     Gteeiuitreet  ▼.  CarTt  1  Camp., 
651.    Bum  V.  Morris,  3  L.  J..  N.  8.,  Ex*.  198. 

254.  But  if  such  finder  or  thief,  or  if  a  person  holding  sucli 
security  as  Ag^ent  (1)  for  the  owner  of  it,  pass  it  away  or  pledge 
(2)  it  for  value,  and  the  transferee  is  ignorant  of  the  fraud,  such 
innocent  holder,  or  pawnee  for  value,  may  retain  it  against  the 
true  owner,  and  has  a  right  of  action  against  all  the  parties  to  it 
Bttak  Noten.  Anon.,  1  Ld.  Raym.,  738.  Miller  v.  Hace,  I  Burr,, 
452.    LowmUi  y.  Andersanf  18  EabI.,  130.    Beckwith  v.  CorreH 
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S  G.  *  P^  S61;  U  MooL,  335.    Smom  t.  Sadler,  U  Voo.,  506. 

Baphaar.  Bamk ef  EmfLmd,  17  C.  R,  161 

Cbeqoes.    Gmt  r.  Vmm^hmm,  3  Basr.,  I51&     CaHam  t.  Irdamd, 

5EL4kBL,765.    JSoOcdUU  t.  Conuy.  9  B.  <»  0, 388u    IToUoiit. 

AmeB.  3  B.  4fr  SL,  34;  5  B.  4k  &,  968 

BiOs  of  Ezdunse.    PMcoei  t.  £&odef,  S  Dong..  633.    Xa»fo«T. 

iresfim,4Esp.,56.    Crooi  r.  JoJu.  6  C.  A  P.,  191 ;  3  Ner.  (ft  Man., 

257.    Baekkomte  t.  Harriwm,  3  Ker.  A  Man.,  188.     Goodwia  t. 

Harvqf,  4  A.  A  E.,  870.     l7<A«r  t.  Bieh,  10  A.  A  E.,  784.     ifoy  t. 

CHutpmoM,  16  M.  A  W.,  355.    TiUedeaaa  t.  Gftldtekmidt,  1  D.  Q. 

F.  <k  G.,  4 
NsryBffls.    Goldmitf  t.  6Al«m  1  B.  <ft P.,  649 
Exebeqoer  Bills.    ITooi^  t.  Pole,  4B.A  Aid.,  1 
Foragn  TzBosfenble  Boods.    Gotgur  t.  MietnUe,  8  B.  dfc  C,  45. 

(1)  BmJb  of  Bengal  r.  MaeUod;   Id.  t.  Fagan,  Moo.,  P.  C,  35,  61 

(2)  CbUliu  T.  Ifarfsii,  2  Eip.,  520;  1  B.  «  P.,  648.  Jones  t. 
Peppereorne,  1  Jolrn^  430 

Scrip  for  Foragn  Bonds.    Goodwin  t.  Bobarts,  L.  R,  10  Exeh.,  357 

266.  Bat  if  the  transferee  knows  at  the  time  of  taking  the 
instrament  that  it  has  been  lost  or  stolen  (1),  or  if  he  knows  that 
the  person  he  takes  it  from  has  no  anthoritj  to  sell  or  pledge  it  (2)> 
or  if  it  be  taken  for  an  illegal  consideration  (3),  he  cannot  retain  it, 
or  recover  on  it,  even  though  he  has  given  fall  valne  for  it 

(1)  Bum  ▼.  Jform,  8  L.  J.  N.  8.,  Ex.,  193 

(2)  MaelUh  t.  Ekins,  Say.,  73.  TreutUl  t.  Barandon,  1  Moo., 
543.  Fatter  v.  Pearson,  and  Stephens  v.  Foster,  1  C.  M.  <ft  B.,  849. 
Fancourt  ▼.  Bull,  1  Bing.,  N.  C,  681.  Willis  v.  Bank  of  England, 
4  A.  A  E.,  21.     Whistler  ▼.  Forster,  14  C.  B.,  N.  8.,  248 

(3)  Wynne  t.  Callander,  1  Boss.,  293 

266.  But  if  the  instrument  be  not  negotiable,  or  if  the 
transforor  held  it  as  Trustee,  or  if  he  acquired  or  transmitted  it 
by  means  of  a  forgery,  the  innocent  holder,  or  pawnee  for  valne, 
has  only  the  equities  of  the  transferor,  and  cannot  retain  it  against 
the  true  owner,  or  recover  on  it 

Manningford  v.  Toleman,  1  Coll.,  C.  C,  236.  Moore  v.  Jervis,  2 
Coll.,  C.  C,  60.  Lang  v.  Smith,  7  Bing.,  284.  Partridge  v.  Bank 
of  England,  9  C.  B.,  408.  Smith  v.  Mercer,  6  Taunt.,  76.  Hall  y. 
Fuller,  6  B.  A  C,  760.  Robarts  v.  Tucker,  16  Q.  B.,  560.  Esdaile 
T.  Lanauze,  1  Y.  <fc  C,  394.  Johnson  v.  Wilde,  3  Bing,  N.  0.,  225. 
WhUtler  ▼.  Forster,  14  0.  B.,  N.  S.,  248 
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Oti  Presentment  for  Payment 

267.*  Subject  to  the  provisious  of  this  Act,  a  bill  mast  be 
didy  pi'oseuted  for  pnyment.  If  it  be  not  so  prescnttid,  the 
drawer  and  indursers  shnll  be  discharged 

A  bill  18  duly  presented  for  pujiiient  which  is  prctsented  ia 
accordftQce  with  the  following  rules ; — 

1,  Whcrc  the  bill  is  not  payable  on  demand,  presentment  most 
be  made  on  the  day  it  falls  dae 

2,  "Where  the  bill  is  payable  on  demand,  then,  subjetit  to  the 
proriaions  of  this  Act,  prt'seutment  must  be  made  within  a  rea.*?on- 
able  time  after  its  issue  in  order  to  render  the  drawer  Ituble,  and 
within  a  reaaoaable  time  after  its  indorsement,  in  order  to  render 
the  indorser  liable 

In  determining  what  is  a  reasonable  time,  regard  shall  be  hnd 
to  the  nature  of  the  bill,  the  usage  of  trade  with  regard  to  similar 
bills,  and  the  facts  of  the  particular  case 

8.  Presentment  must  be  made  by  the  holder  or  by  some  person 
anthonsed  to  receive  payment  on  his  l»ehalf  at  a  reasonable  hour 
on  a  business  day^  at  the  proper  place  as  hereinafter  defiued, 
either  to  the  person  designated  by  the  bill  as  payer,  or  to  some 
person  antliorised  to  pay  or  refuse  payment  on  his  behalf  if  with 
the  exercise  of  reasonable  diligence  such  person  can  there  be  found 

4.  A  bill  is  presented  at  the  proper  place  : — 

{a)  Where  a  place  of  payment  is  specified  in  tlie  bill  and  the 
bill  is  there  presented 

{h)  Where  no  place  of  payment  is  specified,  but  the  addi'ess  of 
the  drawee  or  acceptor  is  given  in  the  bill,  and  the  bill  is  there 
presented 

{c)  Where  no  place  of  payment  is  specified,  and  no  address 
given,  and  the  bill  is  presented  at  the  drawee's  or  acceptor's  place 
of  badness,  if  known,  and  if  not,  at  his  ordinary  residence,  if 
known 

{d)  In  any  other  case,  if  presented  to  the  drawee  or  acceptor 
wherever  he  can  be  fonnd,  or  if  presented  at  his  last  known  place 
of  business  or  residence 

6.  Where  a  bill  is  presented  at  the  proper  place,  and  after  the 
exercise  of  reasonable  diligeuct,  no  person  authorised  to  pay  or 
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refuse  payment  can  be  found  there,  no  farther  preseatment  to  the 
drawee  ar  acceptor  m  required 

6.  Where  a  bill  is  drawn  upon,  or  acxjepted  by  two  or  more 
persons  ^ho  are  not  partners,  and  no  place  of  payment  is  fipecided, 
preaentinent  must  be  made  to  them  all 

7.  Where  the  drawee  or  acceptor  of  a  bill  is  ditod,  and  no  place 
of  payment  is  specified,  presentment  must  be  made  to  a  peiwml 
representative,  if  such  there  be,  and  with  the  exercise  of  reasom 
diligence  he  can  be  found 

8*  Where  authorised  by  agreement  or  usage  a  presentm* 
through  the  post  office  is  sufficient 

268.    Demaod  must  be  made  evon  though  the  drawee  or 

acceptor  is  bankrupt  (a);  or  even  if  be  declares  in  the  prtsvuco 
of  tlie  drawer  that  he  will  not  pay  the  bill  {b) 

(a)  Rtutell  V.  Lantjutaffe,  2  Doug.,  514.  NithoUon  ▼.  Gcmtkit^  t 
H*  Bla.,  610.  Ex  parte  JohmUnUt  I  Moat.,  d  Ayr.,  632.  SadttiU 
T.  Sowerhj,  11  East.,  lU 

{b)  Ex  parU  DignoU,  1  Deac.,  728 


269.  Presentment  for  payment  is  not  necessary  to  charge iln 
guarantor  of  a  bill  or  note 

Hitchcock  y.  Uumfrey^  5  M.  4!^  O*,  559.     Waltm  T.  AfcMOoU,  IS  IL 
^  W.,  468.     Warrington  T.  Fwbor,  B  EasI.,  242 

260.  Usance  is  a  period  which  in  early  times  was  appointed 
as  the  lisital  time  between  difiFerent  countries 

When  usance  is  a  month,  half  usance  is  always  fifteen  days 
Usance  between  London  and — 

1.  Aleppo,  Altona,  Amsterdam,  Antwerp,  Brabant,  Bmgct. 
Flanders,  Geneva,  Germany,  Holland,  the  Nethcrlanda,  Lisle, 
Paris,  and  Rouen — is  one  month 

2.  Spain  and  Portugal — two  raontha 
8.  Italy — three  months 

261.  Where  a  promissory  note  is  in  the  body  of  it  made  pay« 
able  at  a  particular  place,  it  must  Ix:  presented  for  pnymvnt  at 
that  place  in  oixler  to  render  the  maker  liable.  Tn  any  other  vwm:^ 
preRtitinent  fur  payment  is  not  necessary  in  order  to  render  tbe 
maker  liable 


a 


2.  Presentment  for  payment  is  neceesnry  in  order  to  render 
the  iodorser  of  a  note  liable 

3.  Where  a  note  is  in  the  body  of  it  made  payable  at  a  par- 
ticuiar  place,  presentment  at  t)iat  place  is  necessary  in  order  to 
render  an  indoraer  liable  ;  bnt  when  a  place  of  payment  is  indi- 
cated by  way  of  memorandum  only,  presentment  at  that  pla^^e  is 
snfficient  to  render  the  indorser  liable,  but  a  presentment  to  the 
maker  elsewhere,  if  suflScient  in  other  respects,  shall  also  suffice 

^262,    If  the  acceptor  of  a  Bill  or  the  maker  of  a  Note 
changes  his  residence,  he  is  bound  to  leave  funds  on  the  premise* 
tfo  meet  the  bill 
Brovm  ▼.  Maedermotf  5  Eep.,  265.     Saunderttm  v.  Judge,  2  H., 
m_  BL,  510.    Baxter  v.  Jones,  1  M.  <fc  G.,  8S,    Bine  v.  Allehj,  A  B,  <te 

■  Aa.»  624 
263,*  1.  Delay  in  making  presentment  for  payment  is  excused 
when  the  delay  is  caused  by  cii-cumstunces  beyond  the  control  of 
the  holder,  and  not  imputable  to  his  default,  miscondact,  or 
negligence.  When  the  cause  of  delay  ceases  to  operate  present- 
ment must  be  made  with  reasonable  diligence 

2.  Presentment  for  payment  is  dispensed  with — 
{a)  Where,  after  the  exercise  of  reasonable  diligence,  present- 
ment, as  required  by  this  Act,  cannot  be  cfTected 

The  fact  that  the  bolder  has  reason  to  behevc  that  the  bill 
will,  on  presentment,  be  dishonoured,  does  not  dispense  with  the 
necessity  for  presentment 

(J)  Where  the  drawee  is  a  fictitious  person 
(<j)  As  regai-ds  the  drawer  where  the  drawee  or  acceptor  is  not 
bound,  as  between  himself  and  the  drawer,  to  accept  or  pay  the 
bill,  and  the  drawer  has  no  reason  to  believe  that  the  bill  would 
be  paid  if  presented 

{d)  As  regards  an  indorser,  where  the  bill  was  accepted  or 
made  for  the  accommodatiun  of  that  iudorser,  and  be  ba3  no 
^^     reason  to  expect  that  the  bill  would  be  paid  if  presented 
^H         (#)  By  waiver  of  presentment,  express  or  implied 

f        tended 

t 


■ 


264.     Promissory  nates,  payable  on  demand,  nro  often  in- 
tended to  be  continuing  secarities  i  and  whether  any  unnecessary 

VUL.  11. 


uu 
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delay  has  taken  place  in  presenting  them  for  payment,  mnst  be 
determined,  in  each  case,  by  the  Conrt  and  Jnry 

Brooks  T.  MiteheU,  9  M.  <fc  W.,  15.    Chartered  MereanHU  Bamk 

of  India,  die.,  t.  Dickson,  L.  B.,  3  P.C.,  574 

On  ths  Extinguishment  of  Bills  and  NifU* 

266.  The  liability  of  parties  to  Bills  and  Notes  may  be 
discharged  and  extingaished  by  Waiver  or  Discharge,  by 
Belease,  and  by  Pajmient  and  Satisfaction,  Judg- 
ment, Execution,  and  Merger 

Of  Waiver 

266.*  1.  When  the  holder  of  a  Bill  at  or  after  Ha  maturity 
absolutely  and  unconditionally  renounces  his  rights  against  the 
acceptor  the  Bill  is  discharged 

The  renunciation  must  be  in  writing,  unless  the  Bill  is  de- 
livered up  to  the  acceptor 

2.  The  liabilities  of  any  party  to  a  Bill  may  in  like  manner 
be  renounced  by  the  holder  before,  at,  or  after  its  maturity  ;  but 
uothing  in  this  section  shall  affect  the  rights  of  a  holder  in  due 
course  without  notice  of  the  renuaciation 

267.  If  the  waiver  be  not  for  the  whole  amount  and  un- 
conditional there  must  be  a  consideration 

Parker  t.  Leigh,  2  Stark.«  228.     Owen  ?    Pisey,  11  W.  B.  a 
P.,  21 

0/  Release 

268.  A  Release  under  seal  may  be  given  which  requires  no 
consideration 

269.  1.  The  Release  of  a  Debt  by  one  of  the  several  joint 
Creditors  discharges  the  Debtor  from  Ids  liability  to  all  the 
Creditors  (a) 

2.  But  if  the  release  is  given  in  fraud  of  the  other  Crediton 
the  Conrts  will  set  it  aside  {b) 
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8.  Tf  a  Creditor  ^ives  a  release  of  the  Debt  to  one  of  tho 
ueveral  joint  Debtors,  tlie  Debt  ia  extiDgmabed  aad  all  the  joint 
Debtors  are  discbai^ed  {c) 

4.  A  covenant  not  to  sne  one  joint  Debtor  is  a  release  to  him ; 
but  it  does  not  discharge  the  other  joint  Debtors  (d) 

5,  Where  deeds  are  drawn  releasing  one  of  several  joint 
Debtors,  but  ejrpressly  reserving  the  remedies  against  the  others, 
the  Courts  invariably  hold  theni  to  be  mere  covenants  not  to  sue 
the  Debtor,  but  not  a  release  of  the  debt  {d) 

(a)  Ruddock's  Cate^  0  Co.,  Eep.,  25a.  Jacomh  v.  Harwoodt  2  Yen., 
sen.,  267.  Darktr  v.  Richardeon,  11.  &  Jer.,  862.  Webb  ▼.  Hewitt, 
L.  R.,  7  Eqn  28 

(&)  PaijM  V.  Roffert,  Doug,,  407.  Hick^  y.  Ban,  7  Taant.,  49. 
Jqiu*  v.  Herhfrt,  7  Tauot,,  42.  Ltgh  v.  Leflh,  1  B.  <t  P..  447, 
Irmell  v.  Newjnan,  A  B,  &  Aid.,  419.  Slanninij  v.  Cox^  7  J.  B., 
Moore,  U7*  Sartjmt  v.  Wcdlakg,  11  C.  B.,  373,  EawHane  r. 
OanMl,  15  M.  A  W.»  305.  Barker  v-  Richardton,  1  Y.  *£  J.,  362, 
Ex  parU  Morruon^  83  L.  J,»  Bkoy.,  47.  De  Pothonier  v.  De  Matins, 
E.  B.  &  E.,  4GI 

(c)  Y.  B.,  21  Edw„  4»  81,  o.  33.  Co.  Litt.,  232a,  Fowell  v. 
Forrest,  2  Wins.  S&und.,  48.  Clayton  v.  Kijnaston,  2  Salk.»  574, 
Wankfonl  v.  Wankford,  1  Salk.,  300.  Chtethttm  v.  Ward,  I  B  & 
P*,  G30.  Eiuim  V.  Brembridge,  2  K.  &  J.»  174.  SiekoUon  v.  /2<ri  t/f, 
4  A-  A  E.,  675.    Price  v.  Borfc^rr,  4  E.  dr  B.,  760 

(rf)  Lacy  V.  £"m<w«a7i,  1  Ld.  Baym.,  690.  Fitzgerald  r.  Trant,  11 
Mod.,  254.  Dean  v.  NewJmU,  8  Tr.,  168.  Mutton  v.  £j/rd.  6  Taunt., 
28d«  Solly  V.  Forhe*,  2  Bro.  dk  B.,  38.  Thotnp»07i  v.  LaeJt,  8  C,  B., 
2^10.  Price  v.  Barker,  4  E.  4  B.,  760.  TrdI»»*#Iy  v.  Cooper,  11  A. 
d;  E.,  216.  KeartUy  v,  Co/^»  16  M.  A  W.,  128.  Hendertm  v. 
5to&art,  5  Ex.,  99.  WUHm  v.  JD*  Cti^fro,  4  C.  B.,  N.8„  216.  Owen 
V,  Boman,  4  H.  L.  Ca.,  1037.  Bateton  t.  Qotling,  L.  R.,  7  C.  P.,  9. 
Green  v.  IFtna,  L,  B.,  7  0.  P.«  28;  afl.,  4  Ch.  Ap.,  204,  Key$  v. 
£ai7r«,  5  B.  d;  S.,  240.    Andrew  v.  Jfa<;Jt(in,  6  B.  <fr  S.,  201 


270.  1.  A  covenant  not  to  sue  for  a  limited  time  is  not  a 
release  and  cannot  be  pleiided  in  bar  (a) 

Unless  it  is  expressly  provided  in  the  deed  that  it  may  be 
pleaded  in  bar  (b) 

L{a)  Aylijf  V.  Scrivuthiere,  I  Show.,  46.    Deux  ▼,  Jefferiet,  Cro. 
Eliz.,  352.     Smith  v.  Maphhaek,  1  T.  R.,  446.     Burgh  ?•  PTt$Um,% 
T.  R.,  486.     Thimhlehy  v.  Barruti,  3  M.  Jt  W.,  210 
m  Walker  v.  Neville,  84  L.  J.»  Ex.  78 
00  2 
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271.  A  release  after  the  bill  is  dne  discharges  all  the  parties, 
prior  to  the  releasor 

2.  But  a  release  before  the  bill  is  due,  though  good  between 
the  parties,  does  not  invalidate  the  claims  of  an  indorsee  for  valoc 
without  notice  of  the  release 

Dod  y.  Edwards,  2  C.  (fi?  P.,  602 

872.    A  release  given  to  the  drawee  before  acceptance  is  void 
Drage  v.  Netter,  1  Ld.  Baym.,  65.    Aihton  y.  Freettun,  2  Scott, 
N.  B.,  178.    Hartley  v.  ManUm,  6  Q.  B.,  247 

273.  A  creditor  who  releases  a  debt  cannot  retain  any 
securities  he  holds  for  the  debt 

Shepherd*9  Touchttone  (Preston),  842.  Cowper  y.  Green^  7  M.  <ft 
W.,638 

Of  Payment^  DiseharffB,  and  Satisfaction 

274.  1.  The  words  FaTment,  Discharge,  and  Satisfaction 
are  not  synonymous 

Payment,  pacatio,  is  anything  which  is  taken  as  an  equivalent 
in  exchange  for  something  else,  and  which  appeases  or  estops  a 
right  of  action  for  a  time,  but  it  is  not  necessarily  a  final  dis- 
charge, or  a  satiffacfion 

Thus  a  Bill  or  Note  taken  "  for  or  on  account  of  "  a  debt ;  for 
goods  sold  and  delivered  ;  or  a  Bill  taken  in  renewal  of  a  previous 
one  ;  is  payment  for  the  time  being,  because  the  vendor  hss 
agreed  to  take  it  as  an  equivalent  for  the  goods  or  Bill ;  but  it  is 
not  a  satisfaction  until  the  Bill  is  paid.  If  the  second  Bill  is  not 
given  and  accepted  expressly  in  satisfaction  of  the  former  bill,  the 
holder  may  sue  for  interest  on  the  first 

Louvriere  v.  Laubray,  10  Mod.,  37.  Holdipp  v.  Oftray,  2  Wms. 
Saund.,  103  b.  n.  (c).  Keanlake  v.  Morgan,  5  T.  B.,  513.  Taplfy 
V.  Martem,  8  T.  B.,  451.  PlimUy  v.  WestUy,  2  Bing.,  N.  C,  249. 
Thome  v.  Smith,  10  C.  B.,  659.  BeUhato  v.  Bu»h,  11  C.  B..  191. 
Jonei  V.  Broadhumt,  9  C.  B.,  173'.  Stedman  v.  Gooch,  1  Esp., 
N.  P.  C,  3.  Leiciit  v.  Lyster,  4  Dowl.,  377.  Dottamley  v.  Nuttall, 
5  C.  B.,  N.  S.,  122.  Ford  v.  lieech,  11  Q.  B.,  854.  Maillard  t. 
Duke  of  Argyll,  6  Scott,  N.  R.,  938.  Mereer  v.  Cheese,  6  Scott, 
N.  B.,  664.  Orijitha  v.  Owen,  13  M.  A  W.,  58.  Jamee  v.  William*, 
13  M.  A  W.,  828.     Price  v.  Price,  16  M.  &  W.,  282.    Kendrick  t. 
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Lomax,  2  C.  <!b  J.,  406.  Simn  t.  Lhyd,  2  C.  U,  A  B.,  187.  Wil- 
kinMort  V.  Catetj^  7  T.  H.,  713.  Ex  pitta  liirclivj,  7  Vea.,  597* 
liuhop  V.  Rowe,  8  M.  &  8.,  362.  DtHon  v.  liimmer,  1  Blug.,  100, 
London  and  Birtninijham  and  S.  Staffunhihire  liank^  in  re,  34  L.  J., 
Cb„  418,  Lumley  v.  Muagrave,  5  Scott»  230.  Lumlty  v.  Uudiont 
C  Scoti,  238 


275.  If,  however,  the  secarity  is  dtshooonrod  iit  maturity, 
^d  is  ill  the  possession  of  the  plaintiff,  the  original  debt  remains 

iu  force,  and  may  be  sued  for 

Fuckford  V.  Maxwell,  6  T.  B.,  52.  Owenton  v.  Mont,  7  T.  R., 
C4.  Siciitfjard  t,  Bouen,  u  M.  &  S.,  02.  Van  }Vart  v,  Woollry,  3 
B.  &  C,  439.  Btirdon  v.  Uatton,  4  Biug.,  454,  5rt|/<?r  v.  WaijtttajT, 
6  Beav,,  423.  MallZ^ird  v.  Duke  oj  Argyll,  C  Scott,  N.  B.,  938. 
Valley  T.  OakM^y,  IC  Q.  B.,  041 

276.  Tlie  word  "  Payment "  does  not  mean  b  fioal  and  ab- 
sjlutc  extiuguishment  of  the  debt 

*•  BatisfactioQ "  is  tho  only  legal  term  which  mean^  a  final 
and  absolute  extine^uishracnt  of  the  debt  {a) 

If  a  creditor  takes  a  bill  or  note  in  **  Batisfaction  "  and  dis- 
charge of  a  debt  {b) :  or  if  he  takes  a  bill  or  note  **  for  or  on 
account  of**  a  debt,  and  comraita  laches  by  not  getting  it  paid  in 
due  courBc  (c):  it  u  a  satisfaction  and  extinifnishiiient  of  the  debt 

If  he  has  once  consented  to  accept  a  bill  iu  "satisfaction"  of 
a  debt,  he  cannot  revoke  his  consent  (rfj 

(rt)  Mtullard  v.  Duke  of  Argyll,  6  Scott,  N.  B.,  938.  Kemp  v. 
Watt,  lo  M.  &  W.,  (>72.  MaedawuU  v.  Boyd,  17  L.  J,,  Q.  B.»  295. 
BottomUy  T.  Nuttall,  6  0.  B..  N.  8.,  122 

(6)  Sard  t,  Bhodtg,  1  M.  &  W.,  153.    Lewit  v.  Lytter,  5  Bowl., 

sn 

(e)  9  dk  3  Anne  (1704),  e.  9,  fs.  7 

(<i)  Bardman  v.  BtUkaute,  0  M.  A  W.,  600 

277.  Whether  a  security  ia  given  '*  for  and  on  account  of  ** 
or  in  **  Batisfaction  **  of  a  debt  is  a  question  for  the  Jury 

OohUlu:de  y.  CoUrdl,  2  M.  &  W.,  20.  Sibtree  v.  Tripp,  45  M.  A 
W„23 

278.'  1.  A  bill  13  discharged  by  payment  io  due  course  by  ur 
on  behalf  of  the  drawee  or  acceptor 

**  Payment  in  due  coarse  "  means  payment  made  at  or  after 
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the  matnritj  of  the  bill  to  the  holder  thereof  in  good  fiith,  and 
withoat  notice  that  his  title  to  the  bill  is  defective 

2.  Subject  to  the  provisions  hereinafter  contained,  when  a  bfll 
is  paid  by  the  drawer  or  an  indorser  it  is  not  discharged ;  bat — 

(a)  Where  a  bill  payable  to,  or  to  the  order  of,  a  third  party 
is  paid  by  the  drawer,  the  drawer  may  enforce  payment  thereof 
against  the  acceptor,  bnt  may  not  re-issne  the  bill 

{b)  Where  a  bill  is  paid  by  an  indorser,  or  where  a  bill  pay- 
able to  drawer's  order  is  paid  by  the  drawer,  the  party  paying  it 
is  remitted  to  his  former  rights  as  regards  the  acceptor  or  ante- 
cedent parties,  and  he  may,  if  he  thinks  fit,  strike  oat  his  own  and 
sabseqnent  indorsements,  and  again  negotiate  the  bill 

8.  Where  an  accommodation  bill  is  paid  in  dne  coarse  by  the 
party  accommodated,  the  bill  is  discharged 

279.  Paying  a  secnrity  before  it  is  dae  does  not  discharge 
the  debtor 

Da  Silva  ▼.  FuUer 

280.  Payment  shonld  be  made  to  the  holder,  or  his  agent : 
bat  it  is  sufficient  if  the  funds  reach  him 

Field  V.  Carr,  6  Bing.,  18 

281.  The  party  paying  a  bill  has  the  right  to  demand  it  (a): 
receipted  (b):  which  imports  jprimd  facie  that  it  has  been  paid 
by  the  acceptor  {$) 

(a)  Hansard  v.  RoHnsont  7  B.  <fr  C,  90.  Povfell  t.  Roach,  6 
Esp.,  76.  Alexander  t.  Strong y  9  M.  <fe  W.,  783.  Comee  r.  Taylor^ 
10  Ex.,  441 

(h)  48  Geo.  III.  (1803),  o.  126,  s.  6 

(e)  PJUl  y.  VanbaUnberg,  2  Camp.,  481.  SchoUs  v.  WaUh^, 
Peake,  27 

282.  If  a  person  accepts  and  pays  a  bill  under  a  mistake  of 
facts,  he  may  recover  it  back 

KendaU  v.  Wood,  L.  R.,  6  Ex.,  243 

283.  Payment  of  a  bill  or  note  to  a  person  who  holds  through 
a  forged  indorsement  does  not  discharge  the  debtor 

Eoit  India  Co.  v.  TntUm,  8  B.  &  C,  280.  Smith  ▼.  Meretr,  6 
Taunt,  76.    BoharU  ▼.  Tucker,  13  Q.  B.,  676 
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284*  L  If  a  creditor  having  the  option  of  recciricg  cash 
from  a  principal  chooses  to  take  a  sectirity»  that  is  a  "satisfaction" 
of  his  debt  (a) 

Bat  not  from  an  agent  (h) 

(a)  strong  v.  Hart,  6  B.  &  C,  ICO.  Smith  t.  Ferravd,  7  B.  A  C. 
19.  Amkrson  v.  llUHa,  12  C.  B.,  iO'J.  Eobimon  v.  Read,  U 
B,  &  C,  494 

(b)  Mauh  V.  Pedder,  4  Canap.,  257*  JStJtfW«  Y.  CotUnt,  2  Camp. 
515 

286.  A  creditor  may  transfer  his  debt  a«^ainst  another  person 
a  creditor  of  his  own,  by  the  consent  uf  the  common  debtor  ; 
and  if  the  arrangement  is  consented  to  by  all  the  parties,  it  is  a 
**  satisfaction"  of  the  first  creditor's  debt 

Bmcton  Lib.  iii.,  o,  2,  b,  13.  Tutlw.k  t.  HurrU,  3  T.  It.,  174. 
Fairlie  v.  Denton,  8  B,  ife  C,  400.  Crowfoot  v.  Gurtte^,  2  M.  &  Sc, 
482.    Hodgton  v.  Andenon,  3  B.  A  C,  843 

286.  Payment  may  be  demanded  at  any  reasonable  hoiir  of 
the  day  on  which  the  bill  or  note  is  due,  and  if  refused,  notice  of 
dishononr  may  be  ^iven 

But  the  acceptor  or  maker  has  the  whole  day  to  pay,  and  if  he 
pays  the  instrument  on  the  day,  the  notice  is  void 
Hanity  V.  Ca»€,  4  B.  A  0.,  339 

287.  Payment  of  an  aocomraodation  bill  by  the  drawer  ex- 
tioguishes  the  bitl 

Lcuarutf  v.  Cowie,  2  Q.  B.,  459.  Cook  v.  LUUr,  82  L.  J.,  0.  P. 
121 

288.  1 .  Payment  by  the  debtor  of  a  smaller  sum  is  not 
satisfaction  of  a  larger  sum  due  {a) 

2.  But  payment  by  a  stranger  may  be  {b) 

8*  Or  a  negotiable  security  given  by  a  debtor  (c) 

(a)  PitmeVn  Casr,  6  Co.  Hep.,  117.  Adams  v.  Tapling,  4  Mod., 
88.  FUtc)ier  v.  Suiton,  5  East.,  230.  WaUetM  t.  Smith,  2  B.  A  Ad., 
889.  BeauTnoni  v.  Great  head.  2  C.  B.,  291.  Smith  v*  Pa^i!,  IS 
M.  &  W.,  G6'S.     Perry  v.  Attwood,  6  E.  4:  B..  691 

(h)  Wdlty  V,  Drake,  1  C.  &  P.,  557.    Uenderam  v.  Stobart,  5  Ex., 
90 
(c)  Sibire^  r.  Tripp,  15  M.  &  W.,  23 
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289.  An  agreement  not  to  sae  for  a  limited  time  does  not 
sospend  the  right  of  action  on  a  bill  or  note 

Ford  ▼.  Beech,  U  Q.  B.,  842.  Mo$m  y.  HaU,  5  Ex.,  50.  Webb 
y.  Spicer,  13  Q.  B.,  894.:  a£F.  io  Dom.  Proc,  as  SaUmom  t.  Webb,  8 
H.  L.,  Ca.,  510 

290.  A  set  off,  or  a  part  pajrment  in  cash  and  part  s^  off,  is 
now  payment  of  a  bill  or  note 

86  A  37  Vict  (1873),  c.  66.  s.  25.  $  11 

291.  Payment  by  a  stranger,  or  any  other  party,  to  a  bill  is 
not  payment  by  the  acceptor ;  nnless  made  for  or  on  his  acoonnt, 
and  ratified  by  him  (a) 

A  banker  who  has  re-disconnted  a  bill  accepted  by  his  cns- 
tomer,  payable  at  his  bank,  may  pay  the  bill  either  as  indorser  or 
as  agent  for  the  acceptor,  and  take  time  to  consider  in  which 
capacity  he  does  so  (h) 

(a)  Deacon  y.  Stodhart,  2  M.  dfc  O.,  817.  Jone*  y.  Broadkmnt, 
9  C.  B.,  173.  RandaU  Y.  Moon,  12  C.  B..  261.  Goodwin  y.  Cremer, 
22  L.  J..  Q.  B..  30.  Kemp  y.  BdUs,  10  Ex.,  607.  Agra  and  Mai- 
terman's  Bank,  y.  Leighton,  L.  B.,  2  Ex.,  56 

(6)  Pollard  y.  Ogden,  8  T.  A  B.,  459 

292.  Taking  a  co-extensive  security  of  a  higher  nature  in 
lien  of  a  bill  or  note,  **  merges  "  or  extingnishes  it :  but  nnless  it 
is  strictly  co-extensive  it  will  not 

Ansett  Y.  Baker,  15  Q.  B.,  20.  Bell  y.  Banks,  3  M.  A  O..  858. 
King  y.  Hoare,  13  M.  &  W..  494.  Sharpe  y.  Qibbs,  5  O.  B.,  N.  B.. 
527 

293.  Judgment  recovered  on  a  bill  or  note  extinguishes  the 
original  debt  of  the  defendant,  and  all  parties  jointly  liable  with 
him 

But  without  satisfaction  it  does  not  extinguish  the  plaintiff*s 
claim  against  other  parties  not  jointly  liable  with  the  defendant 

Nor  between  a  prior  party  to  whom  the  plaintiff  after  judgment 
returns  the  bill,  and  the  defendant 

A  judgment  recovered  against  one  joint  and  several  debtor  is 
no  bar  to  an  action  against  another  joint  and  several  debtor 

Claxton  V.  Swift,  2  Show.,  441.  King  ▼.  Hoare,  13  M.  <ft  W., 
494.     TarUton  y.  AUhiuen,  2  k.  &  E.,  82 
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294,  Discharging  a  party  from  execution  is  a  satisfaction  of 
the  debt  from  all  parties  who  are  sureties  for  him,  but  not  of  those 
parties  wJio  are  not 

Baylinff  v.  Nuthall,  S  W.  Bla.,  1235.  EnglUh  v.  DarU^,  2  B. 
A  K,  61.  Clark  v.  Clement,  6  T.  R.,  625.  Mayhem  t.  Crickett, 
2  Swans,  190.    Michael  v.  J/ym,  6  M.  &  G..  702 

296.*  ^VTien  a  bill  payable  to  order  on  demand  is  drawn  on  a 
banker,  and  the  banker  on  whom  it  is  drawn  pays  the  bill  in  ^ood 
faith,  and  in  the  ordiaury  course  of  busiufss,  it  is  not  incumbent 
on  the  banker  to  show  that  the  indorsement  of  the  payee,  or  any 
subsequent  indorsement,  was  made  by  or  under  the  authority  of 
the  person  whose  indoi'sement  it  purports  to  be,  and  the  banker 
is  deemed  to  have  paid  the  bill  in  due  coui-se,  although  such 
indorsement  baa  been  for^^ed  or  made  without  authority 

296.*  When  the  acceptor  of  a  bill  is  or  becomes  the  holder  of 
it,  at  or  after  its  raatiirity,  in  liis  own  right,  the  bill  is  discharged 

297/  L  Where  a  bill  is  intentionally  cancelled  by  the  owner 
or  his  agent,  and  the  cancellation  is  apparent  thereon,  the  bill  is 
discharged 

2.  In  like  manner  any  party  liable  on  a  bill  may  be  discharged 
by  the  intentional  cancellation  of  his  signature  by  the  holder  or 
his  agent.  In  such  case  any  indorser  who  would  have  had  a  right 
of  recourse  against  the  party  whose  signature  is  cancelled,  is  also 
discharged 

8,  A  cancellation  made  unintentionally,  or  under  a  mistake, 
or  without  the  authority  of  the  holder,  is  inoperative  ;  but  where 
a  bill,  or  any  signature  thereon,  appears  to  have  been  cancelled, 
the  burden  of  proof  lies  on  the  party  who  alleges  that  the  can- 
oelktion  was  made  unintentionally,  or  under  a  mistake,  or  without 
authority 

Upott  Notice  of  Dishonour 

298.*  K  A  bill  is  dishonoured  by  non-payment  f«j),  when  it 
duly  presented  for  payment  and  payment  is  refused,  or  cannot 
be  obtained,  or  (6),  when  presentment  is  excused  and  the  bill  is 
overdue  and  unpaid 
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2.  Sabjeoi  to  tbtB  profiaoiB  ai  tlits  Act,  when  a  biD  la  £»> 
hoooared  hj  iM>ii-|»jiiieoi^  an  immediaie  right  of  recourse  agahHt 
the  drnrer  and  iodoaen  aocxuee  to  the  holder 

299.*  Sabject  u>  the  proTisioQS  of  this  Act^  when  a  bill  hts 
been  dishonoaicd  bj  non^«coeptanoe^  or  by  nou-pajm^*ut,  notioe 
of  diflfaoiioiir  most  be  gipen  to  the  drawer  and  each  iodorder,  aud 
anj  dnwer  or  iodoiser  to  whom  aoch  notioe  is  not  given  is  dis- 
charged:  Prondedthat — 

1.  Where  a  bill  h  dushononred  bj  non-aoc^ptnDCv,  and  notice 
of  dishonour  is  not  giTen,  the  rights  of  a  holder  iu  due  course, 
subsequent  to  the  omissiou,  shall  not  be  prejudiced  by  the  omiffiion 

2.  Where  a  bill  is  disboooored  bj  non-aoce(>t&uoe,  and  duo 
notioe  of  dishonour  is  given,  it  shall  not  be  neoea^ary  to  gt?e 
notice  of  a  subsequent  dishonour  by  non-pajmeut,  anksa  the  bill 
shall  in  the  meantime  hare  been  aooepted 


300.*  Notice  of  dishonour,  iu  order  to  be  yalid  and 
must  be  given  in  accordance  with  the  following  rules  :^ 

1.  The  notioe  must  be  given  by  or  on  behalf  of  the  holder,  or 
t^  or  on  behalf  of  an  indorser  who,  at  the  time  of  giving  il,  ii 
himself  liable  oa  the  bill 

2.  Notice  of  dishoaour  may  be  given  by  an  agent,  either  ia 
his  own  name  or  in  the  name  of  any  party  entitled  to  give  notice, 
whether  that  party  be  his  principal  or  not 

3.  Where  the  notice  is  given  by  or  on  behalf  of  tbe  holder.  It 
enures  for  the  benelit  of  all  subsequent  holdci^,  und  all  prior 
indorj^ers  who  have  a  right  of  reooone  against  the  party  to  whom 
it  is  given 

4.  Where  notice  is  given  by  or  on  behalf  of  an  indoreer  siik- 
titled  to  give  notice,  as  hereinbefore  provided,  it  euures  for  tba 
benefit  of  the  holder  and  all  indoraers  snbseqtirot  t<>  the  party  to 
whom  notifjc  ia  given 

6.  Tlie  notice  may  be  given  in  \\Titirig,  or  ity  pen^onal 


4 


muDication,  und  may  be  given  in  any  tcims  which  safficieoUj 
identify  the  bill,  aod  intimate  that  tbo  bill  has  been  dishoDOimd 
by  non-accuptauce  or  non-payment 

6.  The  return  of  a  dishuuoured  bill  to  the  drawer,  or   an 
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Indorser,  is,  in  point  of  form,  deemed  a  Bufficieut  notice  of  dis- 
l^onour 

7.  A  written  notice  need  not  be  signed,  and  an  inenfUcienk 
written  notice  may  be  supplemented  and  validated  by  verbal  com- 
munication. A  misdescription  of  the  bill  shaU  not  vitiate  the 
notice  unless  the  party  to  whom  the  notice  is  given  is,  in  fact, 
misled  thereby 

8»  Where  notice  of  disliononr  is  reqnired  to  be  given  to  any 
person,  it  may  be  given  cither  to  the  party  himself,  or  to  his  agent 
in  that  l)ehalf 

9.  Where  the  drawer  or  indorser  is  dead,  and  the  party 
giving  notice  knows  it,  the  notice  must  be  given  to  a  personal 
representative,  if  such  there  be^  and  with  the  exercise  of  reasonable 
diligence  he  cud  be  found 

10.  Where  the  drawer  or  iodorser  is  bankrupt,  notice  may  be 
given  either  to  the  party  himself  or  to  the  trustee 

11*  Where  there  are  two  or  more  drawers  or  indoraers,  who 
are  not  partners,  notice  must  be  given  to  each  of  them,  nniesa  one 
of  them  has  authority  to  receive  such  notice  firom  the  other 

12.  The  notice  may  be  given  as  soon  as  the  bill  is  dishonoured 
and  mast  be  given  within  a  reasonable  time  thereafter 

In  the  absence  of  special  circu instances  notice  is  not  deemed 
to  have  been  given  within  a  reasonable  time  noless^ — 

(fi)  Where  the  j>ersoo  giving  and  the  person  to  receive  notice 
reside  in  the  same  place,  the  notice  is  given  or  sent  oil  in  time  to 
reacli  tlie  latter  on  the  day  after  the  dishonour  of  the  bill 

(b)  Wiiere  the  person  giving  and  the  person  to  receive  notice 
reside  in  different  places,  the  notice  is  sent  off  on  the  day  after 
the  dishonour  of  the  bill,  if  there  be  a  post  at  a  convenient  hour 
on  that  day,  and  if  there  be  no  such  post  on  that  day,  then  by  the 
next  post  thereafter 

18»  Where  a  bill,  when  dishonoured,  is  in  the  hands  of  an 
mt,  he  may  either  himself  give  notice  to  the  parties  liable 
on  the  bill,  or  he  may  give  notice  to  his  principal.  If  he  give 
notice  to  his  principal,  he  must  do  so  within  the  same  time  as  if 
lio  were  the  holder,  and  the  principal,  upon  receipt  of  sucli  notice, 
has  himself  the  same  time  for  giving  notice  as  if  the  agent  had 
been  an  independent  holder 

14.  Where  a  party  to  a  bill  receives  dutj  notice  of  dishonour. 
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be  has,  afl^r  the  receipt  of  sQch  notice,  tbe  same  |>erto(]  of  lii 
for  giving  notice  to  anteoedeDt  parties  thai  the  bolder  bas 
the  diEhooour 

15.    Where  a  notice  of  dishonour  is  dolj  addressed  nnd 
the  sender  is  deemed  to  have  given  dae  notice  of  dishonour,  oc 
withstanding  any  miscarriage  bj  the  post  office 


801.*  !•  Delay  in  giving  notice  of  dishononr  is  exctised 
where  the  delay  is  caused  by  circumstanoes  beyond  the  control  of 
the  paity  giving  notice^  and  not  imputable  to  bis  detank^  mis- 
oondact,  or  negligence.  When  the  canse  of  delay  oeams  to  operate 
the  notice  mast  be  given  with  reasonable  diligence 

2.  Notice  of  dishonour  is  dispensed  with — 

(a)  When,  after  the  exercise  of  reasonable  diligence,  notice  « 
required  by  this  Act  cannot  be  given  to  or  does  not  reach  the 
drawer  or  indorser  sought  to  be  charged 

(b)  By  waiver  express  or  implied.    Notice  of  diahonoar  may 
be  waived  before  the  time  of  giving  notice  has  arrived,  or 
the  omission  to  give  dne  notice 

(r)  As  regards  the  drawer  in  the  following  cases,  namely,  (I) 
where  drawer  and  drawee  are  the  flame  person ;  (2)  where  the 
drawee  is  a  fictitious  person,  or  a  person  not  having  capacity  to 
contract ;  (3)  where  the  drawer  is  the  person  to  whom  the  bill  is 
presented  for  payment ;  (4)  where  the  dravree  or  acxrcptor  \»  ha 
between  himself  and  the  drawer  under  no  obligation  to  accept  or 
pay  the  bill ;  (5)  where  the  drawer  has  countermanded  parnicnt 

(d)  As  regards  the  indorser  in  the  following  ooaoB,  namely,  (1) 
where  the  drawee  is  a  fictitious  person,  or  a  person  not  hiving 
capacity  to  contract,  and  the  indorser  was  aware  of  the  fact  at 
the  time  he  indorsed  the  biQ  ;  (2)  where  the  indorser  is  the  ptyrsoa 
to  whom  the  bill  is  presented  for  payment ;  (ft)  wbere  the  biQ 
accepted  or  made  for  his  accommodation 


30S.*  The  notice  should  describe  the  instrument,  so  that 
may  not  be  confounded  with  any  other 

But  iniuur  mistakes  will  not  invalidate  the  notloeySO  long 
the  bill  ur  note  can  be  identified 


Mtueugtr  r.  Smtkey^  1  Scult,  K.  R.,  180. 
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B.,  008.    Harphavk  t.  Child,  1  F.  &  F.,  652. 
*  By..  N.  P„  S 


Beawhaa^  r.  €^»h,  1  D. 


303. •  Notice  of  dishonour  need  not  state  on  whose  behalf 
pajment  is  applied  for,  nor  whore  the  bill  is  lying  ;  mistakes  on 
these  points  will  not  invalidate  it  {a)  i  nor  the  omission  of  a  Rig- 
nature,  so  long  as  it  appears  that  the  notice  came  from  the  proper 
qnailer  (i) 

(a)  Wi^dihorp€  t.  Lawei^  2  M.  Ae  W.,  109,  Uotuego  t*  Oonontf  S, 
M.  is  W.,  MB,  Harrison  r.  Rutcoe^  1$  Bl  &  W.»  231.  Rdvolandt  T. 
Sprvfojelt,  14  M.  &  W„  7 

(&)  MaxteeU  r,  ^ratn,  10  Jur.,  N.  8.,  777 

304**  The  letter  ehonld  be  addressed  particularly  to  the  per- 
son's residence :  and  not  generally  to  ft  large  town :  unless  the 
drawer  ha^  dated  it  so 

Walter  V.  Eat/net,  B.  Ss  M.,  142.  ifairn  t.  Afoorsy  1  B.  At  M,,  219. 
CLtrix  v.  ShoTix^  3  M.  A  W,^  I66«  Sig^ert  T.  Browne,  I  il.  &  Rob., 
620.  Bumtesterj.  Barron,  17  Q.  B.,  828.  Iletcitt  t.  Tfiompann,  1  M.  «fc 
Bob.,  643 

30B.*  Some  evidence  must  be  given  that  the  notice  was 
actually  posted 

SL-Hbtek  T.  Oarbttt,  7  Q.  B.,  846.  Setherington  t.  Ktmp,^  4  Camp., 
194.  llattkca  V,  Sidter,  4  Biag.,  71S.  Langdon  t.  SulU,  fi  Bsp.,  15C. 
Stocken  Y.  Coilin,  7  JL  &  W.,  515 


806.*  It  may  be  sent  by  special  messenger ;  and,  under 
pe<:uliar  circumstances,  the  expenses  of  the  measeuger  have  been 
allowed 

Dohret  t.  Eastwot>d,  3  C.  Ss  P.,  250.  Bancroft  r,  EaU,  Holt,  N.  P^ 
47a.  nariOH  v.  CrttUan^  2  Smith,  404.  Uumtifo  y.  Coufm^  2  M.  & 
W.,  S48 

307/  The  notice  Bhonld  be  sent  to  the  party's  residence^  or 
place  of  business  I  unless  otherwise  directed 

Shelton  r.  Braitktcoiic ,  8  M.  &  W.,  252.  Crots  T.  Smith,  1  M.  &  S., 
545.  fJuHcro/t  V.  J/ail,  HoU,  N.  P.,  476.  AUen  v.  EJmumUon,  2  Ex., 
719.  Uoiittijo  r.  Co^f^H^,  2  M.  &  W„  »tS.  Cromwell  t.  I/yrmm,  2  K«p., 
fill,     ^fc/mctif  V.  fifioeh,  1  Efip.,  4 

308.  A  stranger  (aj:  or  a  party  discharged  by  laclic^  (ft): 
*?annot  iiive  uutic^i 
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(a)  Stewart  t.  Kennett,  2  Camp.,  177.     East  t.  BmiA,  16  L.  J.,  Q. 
B.,  292 
(6)  Harrison  t.  Buseoe,  15  M.  Ss  W^  231 

309.    Notice  may  be  given  by  the  holder  or  any  party  to  all 

the  preceding  parties 

Fisher  V.  Kieran^  4  Camp.,  87 

810.  1.  If  the  parties  live  in  the  same  town  notice  most  be 
sent  so  as  to  be  received  on  the  day  following  dishonoor:  unless 
the  party  sending  it  is  nnable  to  ascertain  the  address  of  the  other 
parties  in  time  (a) 

2.  If  the  parties  live  in  different  towns  notice  mnst  be  posted 
BO  as  to  go  on  the  day  after  dishonour  (b) 

(a)  Smith  T.  MuUett,  2  Camp.,  206.  Jameaou  t.  Aemto^iS  Trant,  224. 
WiUiams  t.  Smith,  2  B.  ft  Aid.,  600.  Hwler  t.  Hgndom,  4  Tjrw^  1002. 
EUton  ▼,  Fairdough,  2  Camp.,  688.  DasrbiAxre  r.  Fdrher^  6  EasL,  3. 
PboU  T.  Dieat,  1  Scott,  600.  Edmonds  t.  Cotes,  2  Jar.,  183.  Batemam 
T.  Joseph,  2  Camp.,  461.    QladtoeU  t.  7\<mer,  L.  R.,  5  Ex..  59 

(&)  WUliams  ▼.  ^mtVA,  2  B.  &  Ad.,  496.  ^tU  t.  Jeremj,  M.  ft  KaL, 
61.  Eawkes  v.  &//er,  4  Bing.,  715.  Wright  r.  Shauxross,  2  B.  ft  Ald^ 
50lii.    Afiers  t.  Proicn,  11  M.  ft  W.,  372 

311.    Notice  may  be  given  on  the  day  of  dishonour 

Burbridge  t.  Manners,  8  Camp.,  193.  J2b  parte  MoUne,  19  Yes.,  216u 
Bins  T.  JUeZy,  4  B.  ft  Ad.,  624 

812.  1.  If  the  holder  gives  notice  to  all  parties,  he  must  do 
so  within  the  time  limited  to  give  notice  to  his  immediate  indorser 

2.  Each  indorser  is  entitled  to  notice  and  to  a  day  to  transmit 
it  to  the  indorser  {a) 

8.  If  any  indorsee  fails  to  give  notice  to  his  indorser  all  the 
prior  parties  are  discharged :  unless  the  holder  has  preserved  his 
remedy  against  them  by  giving  him  notice  as  above  {b) 

(a)  Bowe  v.  Tipper,  13  C.  B.,  249.  Hilttm,  t.  Shepherd,  6  East,  14n. 
Smith  V.  MuOett,  2  Camp.,  208.  Marsh  v.  MaxwtU,  2  Camp.,  210. 
Jameson  ▼.  Swinson,  2  Taunt.  224.     Turner  ▼.  I^each,  4  B.  ft  Aid.,  451 

(6)  Marsh  ▼.  Maxwell,  2  Camp.,  209.  Hilton  v.  Shepherd,  6  East,  14n. 
Smith  T.  MuUett,  2  Camp.,  208 

313.  A  banker  who  holds  a  bill  for  collection  is,  for  the 
purpose  of  notice,  a  distinct  holder,  and  has  a  day  to  give  notice 
to  his  customer ;  and  the  customer  has  a  day  to  give  notice  to  the 
other  parties 
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Langdale  x.  TAmmer.  15  Eart.,  291,  Drntj  v.  Hmlwen,  5  M.  &  8.,  68. 
Frith  i.  Tftntah,  8  B.  *  C,  887-  Scott  r.  Lxffard,  9  Ejmi.,  .^47.  Haynt* 
T.  ^iViLi,  3  B.  A:  P.,  S99 

314.  Where  a  bill  passes  tlirongh  several  branches  of  the 
aame  bank,  tach  branch  is  a  sepai-ate  bank  for  giving  notice 

Corlrtt  T,  Jnnes:   Clode  t.  5fli7«i/,  12  M.  ifc  W,,  51.     H'oodtand  v.  Fear^ 

7  E,  A  B.,  519 

316.  Notice  to  an  ageot  for  this  purpose  is  soiHuieiit ;  but 
not  to  a  persou*8  general  solicitor 

CroM  V.  Smith,  1  M.  &  S.,  545 

316,  A  creditor  who  holds  a  bill  as  collateral  securitj  ia 
bound  to  present  and  give  notice 

Fiaeoek  ▼,  ISirua,  14  C.  B.,  N.  8.,  728 

317,  A  person  who  gaarantees  a  bill  or  notOt  is  not  entitled 
to  notice  of  dishonour  unless  he  incurs  special  damage  by  such 
want  of  notice 

Warriiufttm  y.  FurhoTt  8  EoaL,  24'L  PfnUia  ▼»  Aitlingt,  2  Taunt,,  906. 
JJolbroie  V.  WifHns,  1  K  &  C,  10.  Van  mtrt  v,  Wmdh;/,  S  B.  Sc  C„  4S9. 
Waltm  r,  Mascall,  IS  M.  A  W.,  72.  Hitchcock  r.  Hurnfrty,  &  M.  ft  O., 
669.    Murray  r.  King,  6  B.  &  Aid.,  165 

318.  The  death  or  baakruptcy  of  the  drawer  or  acceptor 
does  not  excuse  want  of  notice 

Ru*»eU  T.  iMUffitaf,  2  Dotig..  514«  JSBdaOe  ▼.  Sowerbyt  11  EAst,  114. 
BtmUbM  ▼.  Stui^l^,  18  Vci,,  21.  JTou^mj^^  ▼.  C(X^>t«.  2  IL  ft  W.,  348.  Ex 
farU  JToltM,  19  Vol,  216.  Rhode  r.  Proctor,  4  B.  ft  C,  617.  J&vporte 
JokMon,  8  D.  ft  Ch.,  4a3.  Ex  parte  ChappU^  8  Bcm^  218.  ^ATusAo^it  r. 
d&ufAiV,  2  H.  BU.,  609.    Irft^^^tf  r.  Slatter,  6  Bing.,  628 

319.  1.  If  any  party  to  a  bill  or  note,  with  a  knowledge 
that  laeh$9  has  been  ootumitted^  and  that  he  ia  legally  free, 
expressly  promises  to  pay  it  entirely  or  partially,  such  promise  ia 
binding  (a) 

2.  But  not  if  he  makes  such  promise  without  such  know- 
ledge (b) 

(a)  Vaughan  ▼.  FuU«rt  2  Stn.,  1246.  BopHty  t.  Du/rene^  16  Eist« 
276.  Lmndie  t.  Robintoa,  7  East,  231.  nmLi»ch  r.  /?»4ry,  7  Ewt,  23C. 
Eidg€  T.  ^7/t#,  3  Camp.,  ifiS.  .4n«r,n  v.  ^ajZcy,  Ball.,  S*,  P.,  270,  Wilk* 
T.  Jackie  Peake,  203.     Hor/iftd  v,  WiUon^  1  Tiiattt.,  12.     fft^Aow  v.  t%</u«, 

8  0«JBp.,  ISl.     Poff^r  T.  i^yioorMf  IS  EsbI,  417.     Wood  w,  Droicn,  1 
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117.  Opu  T.  AUm,  6  Em^  Urn.  Bogen  r.  SttpUms,  S  T.  B^ 
7U.  Dixcm  T.  EOiott^  S  C  V^  437.  SUwtms  r.  LyrndL,  13  East,  38. 
TkglorT.Jima,  3  Gamp.,  105.  Flttxker  r.Froggait,^  C. P.,  569.  Gmium 
T.  Jfetz,  1  B.  A  C  193.  iZofttfy  r.  GSZ^rt,  6  H.  Ae  N.,  536.  Xorrit  ▼ 
£M<m<»MWi,  4  Scott,  257 
g»)  Goodmnr.  Dolky,  IT.  R^m.    /2kaan2  t.  JSrst,  5  Bur.,  9670 

820.  A  party  who  is  entitled  to  receive  notice  of  dishonoar 
and  does  not,  is  dischai^ed  from  all  liabilitj,  eitho'  on  the  note 
or  the  considention 

iW^e«  r.  iferry,  S  TnaL,  190.    Smmnir.  Bdmer,  8 TimL,  OT 


SSL  A  drawer  who  has  no  fimds  in  the  hands  of  the 
drawee,  or  has  preTiooslj  instmcted  him  not  to  paj,  is  not  en- 
titled to  notice  of  dishonoor 

IJbnwT.iferTiee,  SSifL,  158.  ilSB  ▼.  iSfeiv,  D.  *  &,  N.  P.  C,  59. 
BnU  T.  La>eU,  13  Eaii.  914 

822.  Notice  of  dishonoar  maj  he  waifed  bj  agreement  of 
the  parties 

nipmmr.EMdkr,  4  CKmf^f».    iSBr.  ile«mD.*&,  N.  P.  C,  57 

823.  1.  If  the  drawer  of  a  bill,  or  the  pajee  of  a  note,  hsis 
no  funds  in  the  bands  of  the  drawee,  or  maker,  he  is  not  entitled 
to  notice  of  dishonour  (a) 

2.  Bub  if  he  kid  any  reasonable  expectation  that  the  biU  or 
note  would  be  paid  by  the  drawee,  or  maker,  he  is  entitled  to 
notice  (b) 

S.  An  indorser  is  entitled  to  notice  in  all  cases  {e) 

(a)  BidxrdiU  r.  BoOmoM,  1  T.  B.,  406.  Jk  BertiU  r.  AUmmm,  S  H. 
Bla.,  336.  Ltyye  r.  Tkcrpt,  U  East  176.  StsfUs  ▼.  O'iuuie*,  1  Esp^ 
332.  Carmef  r.  Mtmdez  de*  A$ter,  1  Esp.,  30L  CaOot  ▼.  Haigk,  3  Camp., 
281.  Claridge  r.  DaUom^  4  )L  d;  S.,  226.  WaUeym.  r.  SL  QueMtU,  1  B. 
ft  P.,  652.  Tkoma*  t.  /Vx/om  2  B.  &  C,  63.  ritagtnld  v.  WUliamu.  6 
Bing.,  K.  C,  68.  Terry  x.  Parker,  6  A.  1:  E.,  502.  KemhU  r.  MUU,  1  M. 
ft  G.,  757.     Carete  v.  Ducheortk,  L.  B.,  4  Ex.,  313 

(6)  Orr  Y.  MaginnU,  7  East,  359.  Blackan  r.  Doren^  2  Camp.,  503. 
Hammcmd  t.  Dmfrtme,  3  Camp.,  145.  Rohmn  r.  GAmm,  3  Camp.,  334. 
Tkachray  ▼.  Bladtett,  3  Camp.,  161.  nmcixr  t.  i£2(er,  16  East,  43. 
Spooner  t.  Gardiner,  1  R.  ft  M.,  48.  £x  par(«  /fiuxA,  3  V.  ft  Bea.,  240 
LajUte  T.  SlatUr,  6  Bing.,  623.  Claridge  r.  Z>aao«,  4  M.  ft  S.,  226. 
Cory  T  Scott,  3  B.  ft  Aid.,  619.     Ac>rto«  t.  Pickerimg,  8  B.  ft  C,  610 

(c)  yickoUom  T.  GmiMif,  2  H.  Bla.,  610.  EtdaiU  t.  &>ic«rfry,  11  Eut, 
114.  iraibaT.Jae^.Peake,N.P.  C.,902.  .Smtft  r.  Bed^MS  East,  1S7. 
^nwa  T.  J/a/ey,  15  Eatt»  210.     Carter  r.  i^Ioirer,  16  M.  ft  W.,  749 
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324.  If  tlie  drawer  of  a  bill  makes  it  payable  at  his  own 
hoQse,  it  is  presumed  to  be  an  accommodation  bill,  and  he  is  not 
entitled  to  notice  of  dishonour 

Sharp  t.  Bailey,  9  3,  &  C,  U 

326*  Notice  need  not  be  given  to  a  transferor  of  the  inatru- 
mcDt,  without  indorsement 

Unless  the  instrument  was  taken  for  and  on  account  of  a  pre- 
existing debt,  which  is  not  a  sale  of  the  bill :  if,  therefore,  the 
bill  is  dishonoured,  his  liability  revives,  and  he  is  entitled  to  Dotice 

And  allowance  for  time  for  giving  him  notice  will  be  given  for 
tranfimitting  notice  to  prior  parties 

Van  Wart  r.  WboUey,  t  B,  &  C^  i39.    Stoinyard  t.  Bowetf  5  M.  fy 

8.,6a 

326.  When  parties  are  jointly  liable  on  a  bill,  notice  to  one 
is  notice  to  all 

BarthouM  T.  Parier,  I  Camp.,  S3 

327*  The  owner  must,  in  all  cases,  give  notice  of  dishonour 
in  reasonable  time 

But  delay  in  giving  notice  may  be  excused  if  he  is  ignorant  of 
the  addresses  of  the  preceding  parties  :  or  other  eireumstances 

But  he  must  use  all  diligence  to  discover  them 

Whether  he  has  used  due  diligence  or  not  is,  in  all  cases,  a 
question  for  the  jury 

BaUman  r,  Joseph^  12  Eaai,  433.  Brovaning  t.  Junneor,  Gow,  81, 
Balilwin  T,  Richardson^  1  B,  &  C,  245.  Singers  t.  Brouftte,  1.  VL  &.  Rob., 
520.  Hewitt  y  Thomp&on,  1  M-  &  Uob.,  543.  Chapcott  v.  CurUwis,  2  M. 
&  Hob.,  4S4.  Ikveridge  v.  Bunjit,  3  Camp,,  262.  Frith  v.  Thrush,  8  B. 
&  C,  387.  Dixon  v.  Johm&n,  1  Jur.»  N.  S.,  70.  Alien  V,  EdmttmU^nt  9 
Ex,,  719.    SturgtM  t.  Derrick,  Wight.,  76 

328.*  1.  Where  an  inland  bill  has  been  dishonoured,  it  may, 
if  the  holder  think  fit,  be  noted  for  non-acoeptanoe  or  non-payment, 
as  the  case  may  be ;  but  it  shall  not  be  necessary  to  note  or  protest 
any  such  bill  in  order  to  preserve  the  recourse  against  the  drawer 
or  indorse  r 

1.  Where  a  foreign  bill,  appearing  on  the  face  of  it  to  l>e 
Bnch,  has  been  dishonoured  by  non-acceptance,  it  must  bo  duly 
protested  for  noQ-aoceptance,  and  where  such  a  bill,  which  has  not 

VOL,  n  pp 
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heeu  previously  dishonoared  by  Don-acceptaaoe,  ia  diahonoured  l)y 
non-payment,  it  must  be  duly  protested  for  non-payment*  If  tt 
be  nob  so  protested,  the  draw^er  and  indorsers  are  discharged. 
Where  ii  bill  does  not  appear  on  the  face  of  it  to  be  a  fureJwQ  bill, 
protest  thereof,  in  case  of  dishonour,  is  unnecessary 

U.  A  bill  which  has  been  protested  for  non-acceptaaoe  may  be 
subsequently  protested  for  non-payment 

4,  Subject  to  the  provisions  of  this  Act,  when  a  bill  is  noted 
or  protested,  it  must  be  noted  on  the  day  of  its  dishonour.  When 
a  bill  has  been  duly  noted,  the  protest  may  be  sttbseqoently 
extended  as  of  the  date  of  the  noting- 

5,  Where  the  acceptor  of  a  bill  becomes  bankrupt,  or  insolvent, 
or  suspends  payment  before  it  matures,  the  holder  may  canse  the 
bill  to  be  protested,  for  better  security  against  the  drawer  and 
indorsers 

6,  A  bill  muat  be  protested  at  the  place  where  it  is  dishonoured: 
Provided  that— 

(fit)  When  a  bill  is  presented  through  the  i>ost  office,  and 
iettirned  by  post  dishonourad,  it  may  be  protested  at  the  p'ooe  to 
whicli  it  is  returned,  and  on  the  day  of  its  return,  if  recc-ivtsd 
dnrrng  business  hours,  and  if  not  received  dunn*j  bnsincss  liuors* 
then  not  later  than  the  next  business  day  ; 

(h)  When  a  bill,  drawn  payable  at  the  place  of  busiii'  h  >t 
residence  of  some  peraon  other  than  the  drawee,  has  Ix-en  ♦lii- 
honoiired  by  non-acceptance,  it  must  Ije  protested  for  non-pay lueut 
at  tlie  place  where  it  is  expressed  to  be  payable,  and  no  furtli«r 
presentment  for  payment  to  or  demand  on  the  drawee  is  necesaairy 

7,  A  protest  must  contain  a  copy  of  the  bill,  and  moit  be 
signed  by  the  notary  making  it,  and  must  specify — 

(a)  The  person  at  whose  request  the  bill  is  protested  : 
(ft)  Tlie  j>lftC0  and  date  of  protest,  the  atuse  or  reason  for 
protestiog  the  bill,  the  demand  made,  and  the  answer  givon^  if 
any,  or  the  fact  that  the  drawee  or  acceptor  could  not  be  found 

8,  Where  a  bill  is  lost  or  destroyed,  or  is  wrongly  detained 
from  the  person  entitled  to  hold  it,  protest  mast  be  mtuic  oai 
copy,  or  written  particulars  thereof 

9,  Protest  is  dispensed  with  by  any  circumstance  which  \\oa\A 
dispense  with  notice  of  dishonour.  Delay  iu  noting  ur  prote-ntjog 
is  excused  when  the  delay  is  caused  by  circumstanri  s  inv.in.l'K.. 
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control  of  the  holder,  and  not  imputable  to  his  defnult,  miacouduct, 
or  negligence.  When  the  cause  of  delay  ceases  to  operate,  the  bill 
must  be  uot^d  or  prot^jstcd  with  rousomiblu  diligence 

Measure  of  Damages  of  a  Dishonoured  Bill 

329.*  Where  a  bill  is  dishonoured,  the  measure  of  damages, 
which  shall  be  deemed  to  be  liquidated  damages,  shall  be  aa 
follows  : 

1.  The  holder  may  recover  from  any  party  liable  oe  the  bill, 
and  the  draper,  who  has  been  compelled  to  pay  the  bill,  may 
recover  from  the  acceptor,  and  an  iodorser,  who  haa  been  com- 
pelled to  pay  the  bill,  may  recover  from  the  accepti^ir,  or  from  the 
drawer,  or  from  a  prior  indorser^ — 

(a)  The  amount  of  the  bill : 

{b)  Interest  thereon,  frura  the  time  of  presentment  for  pay- 
ment, if  the  bill  is  payable  on  dcinand,  and  from  the  maturity  of 
the  bill  in  any  other  case  : 

(c)  The  exjienses  of  noting,  or,  when  protest  is  necessary,  and 
the  protest  has  been  extended,  the  expenses  of  protest 

2.  In  the  case  of  a  bill  which  has  been  difihonoured  abroad, 
in  lieu  of  the  above  damages  the  holder  may  recover  from  the 
drawer  or  an  indoiiier,  and  the  drawer,  or  an  indoraer  who  has 
been  comf-ielled  to  pay  the  bill,  may  recover  from  any  party  liable 
to  hira,  the  amount  of  the  re-exchange,  with  interest  thereou, 
until  the  time  of  payment 

3.  Where,  by  this  Act,  interest  may  be  recovered  as  damages, 
Buch  interest  may,  if  justice  require  it,  be  withheld,  wholly  or  in 
part*  and  where  a  bill  is  expressed  to  be  payable  with  interest  at  a 
given  rate,  interest  as  damages  may  or  may  nut  be  given  at  the 
same  rate  as  iutei"est  proper 


Acceptance  and  Paynunt  4vpra  proted,  or  for  Honour 

330.  Pi'otest  for  non-aca;ptimce  and  non-piymcnt  is  in 
complete  disuse  for  inland  bills,  but  it  is  necessary  for  foreign 
bills ;  but  not  for  foreign  promissory  notes  which  are  not  intended 
for  geueraJ  circulatiun  throiighuut  the  world 


580 


THEORY   AND   PRACTICE   OF   BANRINa 


831/  I*  Where  a  bill  of  exchange  has  been  protested  for 
difihonoar  by  non-acceptance,  or  protested  for  better  aecority,  and 
is  not  overdue,  any  person,  not  being  a  party  already  liable  thcreoQ, 
may,  with  consent  of  the  holder,  ioterrene  and  accept  the  1^11 
upra  protest,  for  the  honour  of  any  party  liable  thereon,  or  for 
le  iionoar  of  the  person  Tor  whose  account  the  bill  is  drawn. 

2.  A  bill  may  be  accepted  for  hononr  for  part  only  of  the 
Biim  for  which  it  is  drawn 

3.  An  acceptance  for  honour  supra  protMt  in  order  to  be  Talid 
must — 

id)  Be  written  on  the  bill,  and  indicate  that  it  is  an  aooeptaaioe 
for  honour : 

{h)  Be  signed  by  the  acceptor  for  honour 

The  acceptance  may  be  in  this  form — "Accepted  mqfrapni 
in  honour  of  A.  B." 

4.  Where  an  acceptance  for  hononr  does  not  expressly  st 
for  whose  honaui  it  is  made,  it  is  deemed  to  be  aa  acceptaaoe  fSor 
the  honour  of  the  drawer 

5*  Where  a  bill  payable  after  sight  is  accepted  for  honour,  itf 
maturity  is  calculated  from  the  date  of  the  noting  for  noD» 
acceptance,  and  not  from  the  date  of  the  acceptance  for  honour 

Tlie  drawee  may  refuse  to  accept  it  generally  ;  but  he  mny 
accept  it  supra  protest  for  the  honour  of  any  party  to  it 

A  bill  which  has  been  accepted  supra  protect  for  the  honour  of 
one  party  may  be  accepted  supra  protest  by  another  person  for  Uh» 
honour  of  another  party  to  it 

The  holder  is  not  bound  to  take  an  acceptance  for  honour 

Mil/ard  v.  FTofcoM,  1  Ld.  Raym.,  576 

The  holder  at  maturity  must  present  the  bill  to  the  draw( 
who  may  in  the  meantime  have  received  funds  to  pay  it 

If  the  drawee  refuses  payment  the  holder  must  then  have  the 
bill  protested  for  non-payment,  and  it  should  tliun  be  presented  lo 
the  acceptor  for  honour 

332"^.  K  The  acceptor  for  hononr  of  a  bill  by  ucoepting 
engages  that  he  will,  on  due  presentment,  pay  the  bill  aecordii 
to  the  tenor  of  his  acceptance,  if  it  is  not  paid  by  the  dn,\ 
provided    t  has  been  duly  presented  for  payment,  and  pro^ 
fur  non-payment,  and  that  he  receives  notice  of  these  faota 
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2.  The  acceptor  for  honour  is  liable  to  the  holder  and  t<j  all 
parties  to  the  bill  subsequent  to  the  party  for  whose  honour  he 
has  accepted 

333.*  1.  Wliere  a  dishonoured  bill  has  been  accepted  for 
honour  supra  protest,  or  contains  a  reference  in  case  of  need,  it 
must  be  protested  for  non-payment  before  it  is  presented  for  pay- 
ment to  the  acceptor  for  honour,  or  referee  in  case  of  need 

2.  Where  the  address  of  the  acceptor  for  honour  is  in  the  same 
place  where  the  bill  is  protested  for  non-payment,  the  bill  must  be 
presented  to  him  not  later  than  the  day  following  its  maturity  ; 
and  where  the  addrcss  of  the  acceptor  for  honour  is  in  some  place 
other  than  the  place  where  it  was  protested  for  non-payment,  the 
bill  must  lie  foiTvarded  not  later  than  the  day  following  its  maturity 
for  presentment  to  him 

3.  Delay  in  presentment  or  non-presentment  is  excused  by 
any  circnmstance  which  would  excuse  delay  in  presentment  for 
payment  or  non-preaentraeot  for  payment 

4.  When  a  bill  of  exchange  is  dishonoured  by  the  acceptor 
for  honour  it  must  be  protested  for  non-payment  by  him 

334.*  1.  Where  a  bill  has  been  protested  for  non-payment, 
any  person  may  intervene  and  pay  it  ntpra protect  for  the  honour 
of  any  party  liable  thereon,  or  for  the  honour  of  the  person  for 
whose  account  the  bill  is  drawn 

2.  Where  two  or  more  persons  offer  to  pay  a  bill  for  the 
honour  of  different  parties,  the  person  whose  payment  will  dis- 
charge most  parties  to  the  bill  shall  have  the  preference 

a.  Payment  for  honour  supra  protest^  in  order  to  operate  as 
such  and  not  aa  a  mere  voluntary  payment,  must  be  attested  by  a 
notarial  act  of  honour  which  may  be  appended  to  the  protest  or 
form  an  extension  of  it 

4.  The  notarial  act  of  honour  must  be  founded  on  a  declara* 
tion  made  by  the  payer  for  honour,  or  his  agent  in  that  behalf, 
declaring  his  intention  to  pay  the  bill  for  honour,  and  for  whose 
honour  he  pays 

5  Where  a  bill  has  been  paid  for  honour,  all  parties  sub- 
sequent to  the  party  for  whose  honour  it  is  paid  are  diselKir;j:ed, 
but  the  payer  for  honour  is  subrogated  for,  and  succeeds  to  both 
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the  rights  and  duties  of,  the  holder  as  regards  the  party  for 
honour  he  pays,  and  all  parties  liable  to  that  party 

6.  The  payer  for  honour  on  paying;  to  the  holder  the  ai 
of  tlie  bill  aod  the  notarial  expenses  iucidental  to  its  dishonour  is 
entitled  to  receive  both  the  bill  itself  and  the  protest.  If  the 
holder  do  not  on  demand  deliver  them  up  he  shall  be  iiable  to  the 
payer  for  honour  in  damages 

7,  Where  the  h»:»lder  of  a  bill  refuses  to  receive  paynient  supra 
protest  he  siiall  lose  his  right  of  recourse  against  any  party  nbo 
would  have  been  discharged  by  Buoh  payment 

335.    The  acceptor  iupra  prak»t  ib  bound  by  the 
adraiBsiona  as  bind  the  party  for  whose  honour  he  accepts 
PhaUpn  V,  Ln  Tkunt,  L.  R.,  1  C.  P.,  4C3 


336.  The  acceptor  supra  jiroicsf  acquires  aU  the  riirhU 
the  party  from  whom  he  receives  the  bill ;  except  thnt  he  dis- 
charges all  the  parties  after  the  one  for  whose  honoor  he  take^  it 
np,  and  he  cannot  indorse  it  over 

Kx  parte  Wackerbath^  5  Vea,    >74.    Ex  parU  Swan^  L.  F^,  6 

337.  Payment  for  the  honour  of  any  party  pnts  the  person 
in  the  place  of  an  indorsee  from  that  party ;  he  may,  therefore, 
cither  send  notice  of  dishonour  to  all  piirties  liimself,  or  he  may 
Bend  it  to  the  party  for  whom  he  pays,  and  that  party  may  aend 
notice  in  due  course 

attodall  T.  PolhiU,  I  0.  B.,  238 


< 


Form  (>/ Protest  which  mat/  be  med  whm  ths  Servio$§ 

of  a  Notary  camwt  be  obtmncd 

338,     Know  all  men  that  I,  A,  B.  [honseholder],  of 
in  the  county  of  ,  in  the  United  Kingdom,  at  the  reqtieil 

of  C,  D,j  there  being  no  Notary  Public  available,  did  on  the 

day  of  ,  188    ,  at  dcimuid  (myment 

[or  acceptance]  of  the  Bill  of  Exchange  hereunder  written,  from 
E,  F,t  to  which  demaod  he  made  answer  [state  aniwer,  if  any,] 
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lerefore  I  now,  in  the  presence  of  0.  IL  and  J.  /T.,  do  protest 


the  8aid  Bill  of  Exchange 


(Signed) 


.i.  B 
J, 


Witnesses 


N.R.— The  Bill  itscir&liuiild  l>c  annexed,  or  n  copy  of  the  Bill, 
and  all  that  is  written  thercoa  should  be  underwritten 


On  the  Order  cf  LiaUUitj  of  tfts  Parlies  to  a  Bill  or  NoU 

339.  The  parties  on  a  Bill  are  never,  and  the  parties  on  a 
Kote  are  very  freqnently  not,  liable  in  an  equal  degree 

In  a  Bill  the  acceptor,  and  in  a  Note  the  maker,  is  the  prin- 
cipal debtor,  liable  always  and  in  any  case  to  the  holder ;  the 
dr^iwee  of  the  bill  or  the  payee  of  the  note^  and  the  indoraers  in 
either  case,  are  only  sureties,  Hubk*  only  to  pay  on  certain  eon* 
ditiotis :  and  a  release  of  the  debt  to  the  principal  is  in  all  cases  a 
discharge  to  the  sureties 

Each  party  in  siia^ession  is  a  principal  debtor  to  the  holder, 
and  the  subsequent  parties  are  his  sureties 

Thus  the  acceptor  or  maker  ia  the  principal  debtor  to  the 
holder;  and  the  drawer,  or  payee,  and  the  indoi-sers  are  his 
sureties 

Between  the  holder  and  the  drawee  or  payee  and  subsequent 
indorsers,  the  drawee  or  payee  is  the  principal  debtor,  and  the 
indorsers  are  his  sin'eties 

So  the  first  indoraer  is  a  principal  debtor  to  the  holder,  and  the 
Bnbseqnent  indorsers  are  his  sureties  ;  and  so  on  in  succession 

Where  the  payee  is  a  difTcreuL  jierson  from  the  di*awer  he 
stands  in  the  position  of  first  indorsee  of  a  bUl  payable  to  drawer's 
order 

Claridge  v.  Datlont  4  M.  &  S.»  22(} 


340.     A  discharge  to  any  party  is  a  discharge  to  all  sub- 
[uetit  parties,  because   they  are  merely  his  sureties :   but  a 
ischarge  to  a  surety  is  no  discharge  to  a  principal 

Smith  V,  Knoz,  3  E^p.,  46.     ClarUige  v.  Dftlton,  4  Itf.  d  8.,  336. 
Ensfli»h  V.  DarUy^  3  Eip,,  4'J.     Hall  v.  Cole,  4  A.  <&  £.,  G77. 
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341,  If  the  holder  of  a  bill  has  notice  that  it  is  an  a«5Com- 
mcKljition  bill  and  ^iven  without  value  to  the  drawer  ho  mtui 
consider  the  drawer  as  hia  principal  debtor,  and  the  acceptor  as 
Lis  aai'ctj 

Davhs  V.  Stainhank,  6  De  O,  M.  S:  Q,,  679,    Baitey  ▼.  Editar^ 
4  B,  &  S.,  671 

343,  **  Every  person  who  Ijeing  surety  for  the  debt  or  daly 
of  another,  or  being  liable  with  another  for  any  debt  or  duty, 
shall  pay  such  debt,  or  perform  such  doty,  shall  be  entUkd  to 
have  assigned  to  him,  or  to  a  trustee  for  him,  e?ery  jadi^njent, 
specialty,  or  other  security  whiclj  shall  be  held  by  the  creditor  in 
respect  of  such  debt  or  duty,  whether  such  judgment,  specialty, 
or  other  security  shall  or  shall  not  be  deemed  at  law  to  have  been 
satisfied  by  the  payment  of  the  debt  or  the  performance  of  the 
duty  \  and  such  person  shall  be  entitled  to  stand  in  the  place  of 
the  creditor,  and  to  ase  all  the  remedies,  and,  if  need  be,  and  uj>on 
a  proper  indemnity,  to  use  the  name  of  the  creditor  in  any  action 
or  other  proceeding  at  law  or  in  etjuity,  in  order  to  obtain  from 
the  principal  debtor,  or  any  co-surety,  co-contractor,  or  co-debtor, 
iis  the  case  may  be,  indemnification  for  the  advances  made  and 
loss  sustained  by  the  person  who  shall  have  so  paid  such  debt  or 
performed  such  duty  :  and  such  payment  or  performance  so  madife 
lay  such  snrety  shall  not  be  pleadable  in  bar  of  any  such  action  of 
other  proceeding  by  him :  provided  always  that  no  co-surety, 
co-contractor,  or  co-debtor  slndl  be  entitled  to  receive  from  any 
other  oo-surety,  co-contractor,  or  co-debtor,  by  the  means  afore- 
said, more  than  the  just  proportion  to  which,  as  between  those 
parties  themselves,  such  last-mentioned  person  shaU  be  jnsllj 
liable*' 

19  A  20  Viot.  (1856),  c.  97..  «.  B 


343.  In  a  joint  and  several  note  one  party  is  frequently 
the  principal  and  the  others  the  sureties 

Evidence  may  be  given  that  the  holder  has  possession  of  Use 
instrument  with  this  knowledge :  and  therefore  he  must  deal  witb 
the  parties  as  principal  and  sureties 

PooUy  T.  Harradiiu,  7  E.  A  B.,  451.     Taylor  ?.  Hufgns,  6  H.  A 
N.,  1.    Mutual  Lz^ji  t^und  Auo,  v.  Suilom^  S8  L.  J.«  C.  P„  1I16L 


f 
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Mayner  v,  FuMiey,  28  L.  J.»  Ex„  132,  Oretnouffh  t,  McCUlland,  30 
L.  J,,  Q.  Bm  is*  Ort>nfaZ  Financial  Co^x.  Overend^  Gumey  dt  Co^ 
L.  R„  7  CU,  Ap„  142 

344,  A  legal  agreement  founded  upon  a  good  considerotion 
to  give  the  principal  debtor  time  to  pay,  or  taking  a  new  bill  from 
him  in  Ilea  of  the  former  one,  without  the  consent  of  all  the 
iureties,  will  discharge  tbera 

Unless  the  agreement  contains  a  stipnlation  tliat  the  holder 
fihall,  on  default,  havt!  jiiilgment  at  as  early  a  period  aa  if  he  had 
&ned  him 

{a)  Moi8  V.  Hall,  5  Eicb.  46.  Govld  v.  Ilohsmt  8  East.,  576. 
Fooley  x,  Harmdittf,  7  E,  tt  B,,  431.  Taylor  v*  Burgess^  6  H.  & 
Km  1.     Michael  v.  Mijera,  6  M.  &  G.,  702 

(b)  Kenjmrd  v.  Knott,  4  M.  &  G.,  474.  Hull  v.  Cole,  4  A.  **:  E., 
677.  Price  ▼.  Edmundt,  10  B.  A  0,,  678,  Bulme  v.  ColUru,  2 
Sim.,  12 

345.  Bnt  a  mere  forbearance  to  sne  j  or  a  promise  not  to 
Bue  ;  or  an  offer  to  give  time  not  acted  upon  ;  is  no  discharge  to 
the  sureties,  because  it  is  a  nudum  pactum  revocable  at  will 

PhUpot  V.  Briant,  4  Bing.,  717.  Bell  v.  Bank*,  3  Seolt,  N.  R.. 
497.  Hewet  t.  Goodrich,  2  C.  &  P.,  468.  Badnall  v.  SamuiU  3 
Frioe,  621.     Walunfn  v.  St.  Quanttn,  1  B.  &  P,,  652 

348.  So,  if  the  creditor  takes  a  new  bill,  or  other  secnrtty, 
as  a  mere  collateral  security,  and  in  addition  to  and  not  in  lieu  or 
substitution  of  the  old  one,  the  sureties  are  not  discharged 

Pring  v.  ClarJuon^  1  B.  A  C,  14.  Twopenny  t.  Younfft  S  B.  <ft  C, 
203.  Bedford  v.  Deakin,  2  B.  &  Aid.,  210.  Bell  ▼.  Bankt,  d  M.  A 
O.,  258 

347.  If  the  acceptor  or  any  party  is  discharged  by  operation 
of  law,  as  by  the  Bankrupt  Act,  it  does  nob  di^scharge  the  snreties 

Browfic  T.  Carr,  7  Bing,,  508.  LangdaU  y.  Parry,  2  B.  A  B., 
dS7.    Nadin  v.  BattU,  5  East.,  147 

348.  So,  if  the  creditor  expressly  agrees  with  the  principal 
debtor  that  the  snreties  shall  not  be  discharged,  they  are  not 

349.  If  the  creditor  agrees  with  the  principal  debtor  to 
give  time  to  the  aur«ty,  the  surety  is  discharged 
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Oriental  Financial  Co.  v.  Overendt  Ournetf  A  Co..  L.  R..  17 
Ap.  142 

On  Foreign  Bilh,  and  Bilh  drawn  in  SbIs,  Part$^  or  Cppiu 

350.*  1.  Wliere  a  bill  is  drawn  in  a  set,  each  pari  of  the  tet 
being  numbered,  and  contaiuing  a  refereuce  to  tlie  other  v<\ 
the  whole  of  the  parts  constitute  one  bill 

2,  Where  the  holder  of  a  set  indorses  two  or  inuiv  parts 
different  persons,  he  is  liable  on  everj  such  part,  and  everjr  ia- 
dorser  suhHequent  to  him  is  liable  on  the  part  he  has  himself 
indorsed,  as  if  the  said  parts  were  sepamte  bills 

8.  Where  two  or  more  parts  of  a  set  are  negotiated  to  diflerer«t 
holders  in  due  course,  the  holder  whose  title  first  accroes  u  aa 
between  such  holders  deemed  the  true  owner  of  the  bill;  btii 
nothing  in  this  sub-section  shall  affect  tlie  ri^itfi  of  a  person  who 
in  due  course  accepts  or  pays  the  putt  first  pre«etited  to  him 

4.  The  acceptance  may  be  wnit^u  ou  any  part,  and  tt  nittst 
be  written  on  one  part  only 

If  the  drawee  accepts  more  than  one  part,  and  such  accepted 
parts  get  into  the  hands  of  different  liolders  in  due  coaree,  he  K 
liable  ou  every  sncli  part  as  if  it  were  a  separate  bill 

6.  Wheu  the  acceptor  of  a  bill  drawn  in  a  set  pays  it  witboat 
requiriu^  the  part  heariu^'  his  acceptance  to  l)e  delivrnxl  up  to 
him,  and  that  part  at  maturity  is  outstandina:  in  the  hands  of  a 
bolder  in  due  course,  he  is  liable  to  the  holder  thereof 

(J,  Subject  to  the  preceding  rules,  where  any  one  jmrt  of  a  bill 
drawn  in  a  set  is  discharged  by  payment,  or  otherwise,  the  whol 
bill  is  discharged 

361.  Every  transferor  ouglit  to  deliver  over  to  his  traits^ 
feree  all  the  parts  in  his  possession:  but  if  a  subsequent  tranafoi^ 
takes  one  part  from  his  transferor  without  demand in^  the  i«» 
maining  parts,  ho  cannot  sue  an  indorscr  prior  to  hia  own  who 
hm  not  got  them 

Finatd  t,  Klockman,  8  B*  <t  8.,  888 

362.  If  the  drawee  pays  one  part  of  the  hill  with  a  for^ 
indortiement,  be  is  still  liable  to  pay  the  real  holder  of  miotlicr 
part 

Chiap  V.  Hartef,  8  T,  II.,  127 
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353.    If  a  foreign  bill  is  refused  acceptance  or  payment,  it 

is  necessary,  in  order  to  charge  the  dmwer,  to  have  it  prot<ysted  (a) 

But  a  protest  ts  not  necessary  on  u  foreign  promissory  note  (b) 

(a)  Borough  v.  Pcrkim,  2  Ld,  BajTH,,  993.    Rofjert  v,  Stephen*, 

2  T.  Rm  713.     Gale  v.   Wahh,  5  T.  R.,  32n,     Orr  V.  Ma<nnni$,   7 

Eant.,  350.     Vundetcall  t,  Tyrrell,  M.  &  MaL,  87*     Geralopulo  ▼. 

TTit-icr,  10  C.  R..  CIM} 

(6)  Bonar  r.  MitcheU,  5  Ex.,  415 


Con/lid   of  Laws 

354.*  Where  a  bill  drawn  in  one  country  ia  ne^otiated^ 
accepted,  or  payable  in  another,  the  rights,  duties,  and  liabilities 
of  the  parties  thereto  are  determined  as  follows  : 

1.  The  validity  of  a  bill  as  regards  requisites  in  form  is  de- 
termined by  the  law  of  the  place  of  issue,  and  the  validity  as 
regards  requisites  in  form  of  the  supervening  contracts,  such  as 
acceptance,  or  indorsement,  or  acctrptuuce  itujira  protest,  is  de- 
teniiiued  by  the  law  of  the  place  where  such  contraet  was  made 

Provided  that — 

(a)  Where  a  bill  is  issued  out  of  the  Unik'd  Kingdom  it  is  not 
invalid  by  reason  only  that  it  is  not  stamped  in  accordance  with 
the  law  of  the  place  of  issne  : 

(b)  Where  a  bill,  issued  out  of  the  United  Kingdom,  conforms, 
as  regards  requisites  in  form,  to  the  law  of  the  United  Kingdom, 
it  may,  for  the  purpose  of  enforcing  payment  thereof,  be  treattid 
as  vahd  as  between  all  persons  who  negotiate,  hold,  or  become 
parties  to  it  in  the  United  Kingdom 

2.  Subject  to  the  provisions  of  this  Act,  the  interpretation  of 
the  drawing,  indorsement,  acceptance,  or  acceptance  supra  protest 
of  a  bill,  is  determined  by  the  law  of  the  place  where  such  contract 
is  made 

Provided  that  where  an  inland  bill  is  indorsed  in  a  foreign 
country,  the  indorsement  shall,  as  re^rarda  the  payer,  be  inter- 
preted according  to  the  law  of  the  United  Kingdom 

3.  The  duties  of  the  holder  with  respect  to  presentment  for 
acceptance  or  payment,  and  the  necessity  for  or  sufficiency  of  a 
protest,  or  notice  of  dishonour,  or  otherwise,  are  determined  by 
the  law  of  the  place  where  the  act  is  done  or  the  bill  ia  dia- 
honoui'ed 
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4.  Where  a  bill  is  drawn  oat  of,  bat  payable,  in  the  UnittO 
Kingdom,  and  the  sam  pajable  is  not  expressed  in  the  currency 
of  the  United  Kiogdom,  the  amount  shall,  in  the  ab9«'oce  of  soine 
e&*pre88  stipulation,  be  calcniated  according  to  the  rate  of  exchange 
for  Bight  drafts  at  the  plaoe  of  payment  on  the  day  the  biU  b 
payable 

5.  Where  a  bill  is  drawn  in  one  country,  and  is  payable  io 
another,  the  due  date  thereof  is  determined  according  to  th«  Um 
of  the  place  where  it  is  payable 

SujfpUmtniarif 

855.*  A  thing  is  deemed  to  be  done  in  good  faith,  withlfl 
the  meaning  of  this  Act^  where  it  is  in  fact  done  honestly,  whetlier 
it  is  done  negligently  or  not 

356.*  1.  Where»  by  this  Act,  any  inBtrument  or  wruinj  is 
required  to  be  signed  by  any  persou,  it  is  not  necessary  thiit.  htj 
should  sign  it  with  his  own  hand,  but  it  is  snflicient  if  his  signa- 
ture h  written  thereon  by  some  other  person  by  or  nnder  htl 
authority 

2.  In  the  case  of  a  corporation,  where,  by  this  Act,  any  In* 
strumeot  or  writing  is  required  to  be  signed,  it  is  sufficient  if  the 
instniment  or  writing  be  sealed  with  the  corporate  seal 

But  nothing  in  this  section  shull  be  construed  as  rei^niriug  Qm 
bill  or  note  of  a  corporation  to  be  under  seal 

357.*  Where,  by  this  Act,  the  time  limited  for  doing  any 
act  or  thing  is  less  than  three  days,  in  reckoning  time,  oo&« 
business  days  are  excluded 

**  Noa-bnsiness  days,"  for  the  purposes  of  this  Act,  memt — 

(a)  Sunday,  Good  Friday,  Christmas  Day: 

(5)  A  liank  holiday,  under  the  Bauk  Holidays  Act,  1871,  or 
Acts  amending  it : 

(c)  A  day  appointed  by  Royal  Proclamation  as  a  public  fast 
or  thanksgiving  day  : 

Any  other  day  is  a  bnsiness  day 


358.*  For  the  purposes  of  this  Act,  where  a  bill  or  i 
required  to  bo  protested  within  a  specified  time,  or  bofon 
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farther  proceeding  is  taken,  it  is  Bufficient  that  the  bill  has  been 
noted  for  protest  before  the  expiration  of  the  specified  time,  or  the 
taking  of  the  proceeding ;  and  the  formal  protest  may  be  extended 
at  anj  time  thereafter  as  of  the  date  of  the  noting 

369/  Where  a  dishononred  bill  or  note  is  authorised  or 
required  to  be  protested,  and  the  services  of  a  notary  cannot  be 
obtained  at  the  place  where  the  bill  is  dishonoured,  any  house- 
holder or  substantial  resident  of  the  place  may^  in  the  presence 
of  two  witnesses,  give  a  certificate,  signed  by  thum,  attesting  the 
disbononr  of  the  bill,  and  the  certiticate  shall,  in  all  respects, 
operate  as  if  it  were  a  formal  protest  of  the  biJl 

The  form  given  iu  Scliedule  1  to  this  Act  may  be  used  with 
nBoenary  modifications,  and,  if  used,  shall  be  sufficient 

360.*  The  provlsionB  of  this  Act  as  to  crossed  cheques  shall 
apply  to  a  warrant  for  payment  of  dividend 

361**  The  enactments  mentioned  in  the  second  Schedule  to 
this  Act  are  hereby  repealed  as  from  the  commencement  of  this 
Act  to  the  extent  in  that  S4:hedule  mentioned 

Provided  tliat  such  re[)eal  shall  not  afiect  anything  done  or 
suffered,  or  any  right,  title,  or  interest  acquired  or  accrued  before 
the  Ci>mmencement  of  this  Act,  or  any  legal  proceeding  or  remedy 
in  respect  of  any  such  thing,  right,  title,  or  interest 

362.*  1  The  rales  in  bankruptcy  relating  to  bills  of  ex- 
change, promissory  notes,  and  cheqnea,  shall  continue  to  apply 
thereto,  notwithstanding  anything  in  this  Act  contained 

2.  The  rules  of  common  law  including  the  law  merchant,  save 
in  so  far  as  they  are  inconsistent  virith  the  express  provisions  of 
this  Act,  shall  continue  to  apply  to  bills  of  exchange,  promi^ory 
notes,  and  cheques 

Z.  Nothing  in  this  Act^  or  in  any  repeal  affected  thereby,  shall 
ftfifoct — 

(a)  The  provisions  of  the  Stamp  Act,  1870,  or  Acts  amending 
it,  or  any  law  or  enactment  for  the  time  being  in  force  relating  to 
the  revenue : 

(by  The  provisions  of  the  Companies*  Act,  18C2,  or  Acts 
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amcmling  it.  or  any  Act  relating  to  Joiat  Stock   Bsoka^  or 
Companies 

(0  The  provisions  of  anj  Act  relating  to  or  confirming  Uji; 
privilc;,'es  of  the  Bank  of  England,  or  the  Bank  of  Ireland* 
respectively 

{d)  The  validity  of  any  usage  relating  to  dividend  wi 
or  the  indorsements  thereof 


363/  Nothing  in  this  Act,  or  in  any  repeal  effected  tlie«liy, 
ehall  extend  or  reetrict,  or  in  any  way  alter  or  affect  the  law  and 
practice  in  Scotland  in  regard  to  Bummary  diliiience 

364.*  Wierc  any  Act  or  document  ri'tera  to  any  enactment 
repealed  by  this  Act,  tbo  Act  or  document  shall  be  const  rued,  and 
Bhall  operate,  aa  if  it  refciTed  to  the  corresponding  prorisioua  of 
this  Act 

366.*  In  any  judicia!  proceeding  in  Scotland,  any  fud 
relatiiit^  to  u  bill  of  exchange,  hank  cheque,  or  prouiig>ory  uoCe, 
which  is  relevant  to  any  question  of  liability  thereon,  mat  be 
proved  by  parole  evidence  :  Pi-ovided  that  this  enactujent  aball 
not  in  any  way  aflfeL't  the  existing  law  and  practice  wbert^  tbe 
party  who  is,  according  to  the  teuour  of  any  bill  of  cxchangf*. 
bank  cheque,  or  promissory  note,  debtor  to  tlie  holder  in  tbt 
amount  thereof,  may  be  required,  as  a  condition  of  obtaining  a 
aist  of  diligence,  or  suspension  of  a  charge,  or  threatened  charcr 
to  make  such  consignation,  or  to  find  such  caution,  as  Uie  Cooit 
or  Judge  before  whom  the  cause  is  depending  may  require 

Thia  section  shall  not  apply  to  any  case  where  the  bill  ol 
exchange,  bank  cheque,  or  promissory  note  has  undctgono 
sexennial  prescription 

On  the  Forgery  of  BilU  and  NoUa 

366.  Forgery  is  defined  to  be  the  making,  altering,  or  mi». 
applying  any  writing  with  intent  to  defraud 

Forging  bills  or  notes,  or  any  pait  of  them,  as  well  m  uUerinig 
thcrn,  kuowing  thetn  to  be  forged,  are  each  felouiea^  finnkluiUe 
by  penal  servitude  for  life,  or  lor  ui\y  term  not  lc9«  that)  fivo  (1 1 
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years— or  by  imprisonment  for  any  term  not  exceeding  two  yeani, 
with  or  without  hai-d  labour,  and  with  or  without  Bolitary  con- 
finement 

94  dfc  25  Viet.  (1661)«  o.  98,  s.  23 

(1)  27  <&  28  Viot.  (1801).  e.  47,  8.  2 

367.  If  several  persons  make  different  parts  of  the  inetru- 
ment,  they  are  each  chargeable  with  forgiu*,'  the  entire  instrument, 
though  they  may  be  ignorant  of  each  other's  proceedings 

Hex  V,  Bimii^y,  R-  &  K.»  C.  C.  44G,     Rfj-  v.  Kirkwood^  1  Mood., 
0.  C,  304.    Bdjc  V.  Dade^  1  Mood.,  C.  0.,  a07 

368*  The  ofifenee  of  forgery  is  complete  without  any  pub- 
lication or  uttering 

ElliottU  Ca*e,  1  Leach,  0,  C,  175.     Crockeft  Cote,  E.  &  E^ 
a  C.  97 

369.  Altering  the  date  of  a  Bill  of  Exchange  after  ao- 
oeptance  (a)  i  altering  the  place  where  a  note  ia  made  payable 
{b)i  or  altering  the  sum  for  which  a  bill  or  note  is  made  pay- 
able (c),  are  forgeries 

(a)  Matter  T.  Miller,  4  T.  B.»  320.    Rex  T.  Atkinson,  7  0.  iJk  P., 
699 

(J>)  Rex  V.  Treble,  2  Taunt.,  328 

(c)  Eex  V,  Post,  1%,  di  B.,  C.  A  C,  101 

370.  If  a  person  is  authorised  to  fill  up  a  bill  or  note  with 
one  sum,  it  is  a  forgery  to  fill  it  up  with  a  larger  snm,  or  even  a 
IfiSB  Bum,  and  apply  the  instrument  to  purposes  diflerent  from  his 
iofltructions 

IUj:  t.  Hart,  Mood.,  C,  C,  486.    The  Qiuen  v.  Bateman,  1  Cox* 
0.  0.,  166*    The  Quetn  t,  WiUon,  I  Den.,  0.  C,  284 

371.  To  write  one's  own  name,  with  the  intention  that  it 
ebonld  pass  as  the  gfgnature  of  anotbor  person  of  the  same  name, 
is  forgery 

Mead  v.  I'oiini/,  4  T.  B.,  28.    Rex  v.  Par*e»»  2  Leach,  0.  0.,  775 


372,    A  person  having  obtained  geunine  signatures,  wrote 
above  one  a  promissory  note ;  and  on  the  other  side  of  the  othei 
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a  promissory  note  payable  to  that  person,  and  sa  diasged  the 
Bignature  into  an  indoraement ;  was  convicted  of  forging  tbe  DO&e 
and  the  indorse  me  ut 

Bex  r.  RaUi,  17  State  Tr.,  161,  209,  239 

373.  Using  the  genuine  Bigaatnre  of  one  person  in  any 
way,  80  as  to  make  it  appear  that  it  is  the  signature  of  anoUiar 
person  of  the  same  name,  is  forgery 

Reg.  V.  BUnkimop,  1  Don.,  0.  C,  376.  JUg.  t.  MUehtU,  I  D«l, 
C  0.,  282.  Rtg,  T.  Bog^ri^  8  0.  A  P.,  649.  Be$.  t.  P^rke,  1  Cos^ 
C.  C,  4 

374.  Discounting  bills,   or  drawing  drafts  witli  fiotrtjooi 

names  on  them,  is  for«,^ery 

Dunn't  CoMe,  1  Leach,  57.  Botland*i  Catf,  1  Leaoh.  88.  LcehitfB 
Cage,  I  L^ach,  94.  To/fa  Cage,  1  Leach,  173.  Shephar^g  C«i€,  1 
Leach,  226.    Reg,  v.  Wardell,  3  F.  ti  F..  82 

376.  Signing  a  bill  or  note  by  procuration  for  another 
persoQ  fraudulently,  and  without  lawful  authority ;  and  nttering 
such  a  bill  knowing  that  it  is  so  signed  by  procuration,  without 
lawful  authority,  is  felony,  punishable  with  penal  servitude  for 
not  more  than  fourteen  and  not  less  than  five  years  :  or  iraprisoQ* 
meat  for  not  more  than  two  years,  and  with  or  without  baid 
labour  and  solitary  coofiuemeiit 

24  ^  25  Vict.  (1864),  o.  93,  a.  24 


376.*  Subject  to  the  provisions  of  this  Act,  where  a 
nature  on  a  bill  is  forged,  or  placed  thereon  without  tbe  anthority 
of  the  person  whoso  signature  it  purports  to  be,  the  forged  or 
unauthorised  signature  is  wholly  inoperative,  and  no  right  to 
retain  the  bill,  or  to  give  a  discharge  therefor,  or  to  euforce  pay* 
ment  thereof  against  any  party  thereto,  can  be  acquired  through 
or  under  that  signature,  unless  the  party  against  whom  it  is 
sought  to  retain  or  enforce  payment  of  the  bill  is  predoded  trom 
setting  up  the  forgery  or  want  of  authority 

Provided  that  nothing  in  this  section  shall  affect  the  ratig* 
eation  of  an  unauthorised  signature  not  amounting  to  a  forgeij 
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S77/  A  dolitor  who  pays  a  holder  who  derives  hia  title  through 
forgi'ry  is  not  discharged 

In  Rohfiris  v.  T%t(kir  (16  Q.  B.,  575),  MAtrLB,  J.,  said,  that 
in  hia  opiDiou  if  a  bnnktT  is  ciilled  upon  to  pay  aa  acceptance  of 
hia  custctraer's,  bearing  Beveral  indorsements,  he  is  entitled  ta 
reasoQable  time  to  inquire  into  their  geQuineQefls,  and  the  titJc  uf 
tlie  pR'senter 

A  banker  who  iesaes  cheques  to  his  customer^  payable  to 
order,  is  not  boand  to  inquire  into  the  genaineDesd  of  the  payee's 
indorsement 

But  any  person  who  obtains  the  money  from  the  banker  by 
means  of  a  forged  indorsement  is  liable  to  the  true  owner  of  thd 
cheque 

Bohheti  T*  Fincktttr  Ex.  DW,,  Maj  5, 1870 

878.  A  person  who  diBcounta  a  forged  bill  or  note  may 
recover  the  money  back 

J<m^  V.  Jiyde^  6  Taunt,  488,  Btw§  ▼,  Bmct^  6  Taimt.,  4^5. 
Guraen  y.  Wfrner^ly^  £.  &  B*,  188.  Wilkimm  t.  Johnson,  3  B.  tt 
C.  428 

379.  Whei-e  bankers  paid  a  fori^ed  acceptance  of  their  ena- 
tomer,  and  did  not  discover  the  niistako  the  same  day,  tliey  were 
held  not  entitled  to  demand  it  hack 

In  Cocka  v.  Master  man,  the  Court  expressly  refrained  from 
giving  an  opitiion  as  to  whether  they  might  have  done  so  if  the 
demand  had  lM?en  made  tlie  fianic  day 

Smith  V.  Mercer,  G  Tnunt.,  76.  Coekt  r,  Masterman^  9  B.  A  0^ 
902.    Mather  v.  Lord  MaitUtQne,  0.  B,,  278 

These  seem  to  be  the  chief  poiata  relating  to  bilk  and  notes, 
which  occur  in  daily  practice,  and  are  most  necessary  to  be  known 
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Lecky.— Works    by    William    Edward 

Hartpole  Lecky. 

History  of  England  in  the  Eigh- 
teenth Century. 

Library  Edition.     8  vols.      Svo.,  £j  4s, 
Cabinet  Edition.      England,       7    vols. 
Crovm    8vo.,    bs.  each.     Ireland.     5 
vols.     Crown  8vo.,  65.  each. 

History  of  European  Morals  prom 
Augustus  to  Charlemagne.  2  volt. 
Crown  8vo.,  i6j. 

History  of  the  Rise  and  Influence 
OF  the  Spirit  of  Rationalism  ik 
Europe-     z  vols.     Crown  Svo.,  161. 

The  Empire  :  its  V^alue  and  its  Growth, 
An  Inaugural  Addrew;  delivered  at  the  Im- 
peri?'  insntufr  November 2o,  1893,  under 
the  ;  of  H.R,H.  lb©  Prince  of 

Waic  t  8vo.  IX,  td. 


History,  Polities,  Polity,  Political  Memoirs,  &c 

Macatilay. — Works  by  Lord  Macaulay. 
Complete  Works  of  Lord  Macaulay. 
Cabinet  Edition,       i6  vols.      Post  Svo., 

Library  Edition,     8  vols.    8vo.,  ;^5  5s. 

History  of  Englakd  from  the  Ac- 
cession OF  James  the  Second. 
Popular  Edition.     2  vols.    Cr.  Svo**  55. 


'Cftl 


StfulfHt's  Edition^   2  vols.  Cr.  8vo.,  12s, 
Pf op Ws  Edition.    4  vols,   Cr.  8vo.,  i6j. 
Cibinft  Edition.    8  vols.  Post  8vo.,  488. 
Library  Edition.     5  vole.     8vo.,  £j^. 

Critical  and  Historical  Essays,  with 
Lays  of  Ancient  Rome,  in  i  volume. 
Popular  Edition.    Crown  8vo.,  2*.  6rf. 
Auihofiscd  Edition.     Crown  Svo.*  2S.  6rf.» 

or  3s.  6^.,  gilt  edges. 
Silver  Library  Edition.    Cr.  8vo.,  3*.  6rf. 

Critical    and     Historical     Essays. 
Studifttl's  Edition,    i  vol.   Cr.  8vo.,  6s. 
Pcopkh  Edition.    2  vols.    Cr.  Svo.,  8j. 
Trcvt'lyctn  Edition.  2  vols.  Cr.  8vo.,  gs. 
CabiHirt  Editwn,   4  vols.  Post  8 vo.,  24 J. 
Library  Edition.     3  vols.     8vo.,  36*. 

Essays  which  may  be  had  separately 
price  6d.  each  sewed,  a.  each  cloth. 
Addihon  and  Walpole. 
Frederick  the  Great. 
Crokcr's  BoswcU's  Johnson. 
Hallam^s  Constitutional  History. 
Warren  Hastrngs.     (yi.  «icwed,  td.  cloth). 
The  pLarl  of  Chatham  (Two  Essays}. 
RanUc  and  Gladstone, 
Milton  and  MachtavelH. 
Lord  Bacon. 
Lord  Clivc. 

Lord  Byron,  and  The  Comic  Dramatists  of 
the  Restoration. 

Miscellaneous  Writings 
PropU's  Edition,   1  vol.  Cr.  Svo.,  +s.  6d. 
Library  Edition,     2  voU.     8vo.t  21s. 

Miscellaneous  Writings   ano 

Si*££CHES. 

p,.A..^.,  r  V.......      Cro%vn8v"     -M 

(.  Includin;.  <  nal 

\ucicnt  Ron  1 1   eel- 

lancouB  i-'ocms.    4  voIh.    Post  bvo.,  241. 

SFIFiiin^^i     prom    THt    WkITINOB     OP 

I  AULAV.     Edited,   wUh  Occa- 

^  i.  by  the  Right  Hon.  Sk  O.  O. 

Tii:vclvan»  Bau-t<     Crown  8vo««6f, 

May.— '^'1''  Co', K 1 1 T I  Mo\\i   H[<iTORYCF 

Kn  orgellL 

i7rj"  i\a  Mat, 

K.C.li. fLojdiainboiuui^lii.  ^voU.   Crown 


Merivale.-Wr  *^      " 

CHAKtEs  Mt; 
History  of    ...^   ;*<..-. a., ^  ..,....^ 

Empire. 

Cabintt  Edition.     8  Vo!&.     Cr.  t^nx. 

Silver  Library  Editiou^     8  vol* 
8vo.,  35.  W.  each. 
The  Fall  op  the  K 

a  Short  H  istory  of  the 

Commonwealth.     ■    ■ 

Montague.— Tmb  I 

CONSTIlL'TtON  "    ^'  

Time  to  the  1  ,.     «y  K  C. 

TAGUE^  M.A.       t  0.,  Ji.  ft.f, 

Moore,— The  American    C 
Histor>'    of    NatioaaJ     Lc.^ 
Political  Events,  1774-1895.     By 
West  Mooim.     8vo.,  151-  net. 

O'BrieiL "Irish  Ideas.     Rbprikt 

DRESSES.       By    Wn-LIAM     O'Bw* 

Cr.  S\o.  2s.  6d. 
Prendergast.— Irelasd   prom  tw»  Rt- 

STORATION  TO  Tin    Kk  Vr>f  r  ;  in\     rr:<xi  I'od. 

By  John  P.  I 
CromwcUian  i-- 

Seebolim.— WoTk*  t 
The     ENGLisTt 

Examined  1 

and  Tribal 

and  Plates 
The  Tribal 

Part  of  an  i:.  ,_    ., .;,.^ 

Methods  of  Tnbal    Sodctjr.      Wtffc  } 

Maps.      8vo„  111. 
Sharpe.— London    AVf>    th- 

a  Hisiorv  denvtyl  ffl.iinTv  l^^o' 
at  Guild; 
tion  of  t 
R,  Shau..  , 
Office  of  llic 
London.     3  \ 
loj.  6rf,  each. 
Sheppard.— Memorials  nr 
Palace.     By  the   ' 
M.A.,   SuV  Penn 
With  41  : 
and  3J   i 
8vo.,  yfn.  iim. 

Smitll.— CARtH.*OE  A.SD    Tin 

AaslstAM 

Maps.  1^1.      . 

Stephens.— A  History  or 

K|.  V  ..111  I.,  V  Hk       ii         VIr.. 

I.  ;r^ 

BttibbB. 


Dvr.iv 

tbr 
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MESSRS.  LO?fGMsiNS  iSf  CO.S  STANDARD  AM)  OEXERAL  i!  :>AA'i. 


History,  Polities,  Polity,  Political  Memoirs,  &e. — contimtcd. 


Sutherland.— Thk  Histoky  of  Aus- 
tralia AND  New  Zealand,  from  1606  to 
KS90.  By  Alexander  SuTHF.RLANrs  M  A., 
and  George  Svthexlan:),  M.A.  Crown 
8vo.,  25.  td. 

Todd.— Parliamentary  Govkknment  ik 
THE  British  Colonies.  By  Alpheus 
Todd,  LL.D.     8vo.,  30J.  nt;t. 

Wakeman  and  Hassall.— I^^ssays  Intro- 
ductory TO  THE  Study  i.'^v  1-1nulish  Con- 
stitutional History.  By  Resident  Mem- 
bers of  tlie  University  of  Oxford.  Edited  liy 
Henry  Oifley  Wakeman,  M.A.,  and 
Arthur  Hassall,  M.A.    Cn>\vn  8vo.,  6j. 


Walpole.— Works  by  Spencer  Walpole. 
History  of  England  from  the  Con- 
clusion OF  the  Great  War  in  1815  to 
1S5S.     6  vols.     Crown  Svo.,  ft*,  each. 
The  Land  of  Home  Rule:  being  an 
.\ccounc  of  t'le  History  r.nd  InKtitutions 
of  tic  Isle  of  Man.     Crown  8vo.,  6*. 
Wolff.— Odd    Bits   of    History;    being 
Short    Ciiapters    intended    to    Fill    Some 
Blanks.      By   Hexky  \V.   Wolff.     8vo., 
Ss.  6rf. 

Wylie.— History  of  England  under 
Henry  IV.  By  James  Hamilton  Wylie, 
M..\.,  one  of  H.  M.  Inspectors  of  Schools. 
3  vols.  Crown  Svo.  Vol,  I.,  1390-1404, 
105.6.'/.     Vol.  II.,  155.     Vol.  III.     [Inprep. 


Biography,   Personal   Memoirs,  &e. 


Armstrong.— The  Life  and  Letters  of 
Edmund  J.  Armstrong.  Kdited  by  G.  F. 
Armstrong.    Fcp.  8vo.,  75.  6<i. 

Bacon.— The  Letters  anp  Life  of 
Francis  B.vcon,  including  all  his  Oc- 
casional Woxxs.  Kdited  by  James  Sped- 
dinc.     7  vols.     8vi)..  ^4  45. 

Bagehot.— Biographical    St u oils.      By 

Walter  Bagehot.     Cniwn  hvo.,  35.  61/. 
Boyd.— Works  by  A.  K.  H.  Boyd,  D.D., 
LL.D..  Author  of '  Recreations  of  a  Country 
Par.^on,'  &c. 
Twenty-five  Vmars  of  St.  Andrews. 

1865-1.S00.     2  vols.     Svo.     Vol.    I.    125. 

Vol.  II.'i55. 
St.      Andrews      and      Elsewhere  : 

Glimpses  of  Some  Gone  and  of  Things 

Left.     Svo.,  15s. 

Carlyle.— Thomas  Carlyli:  :   a    History 
of  his  Life.     By  James  Antik^nv  F::ounE.' 
1795-1835.     i  vols.     Crown  Svo.,  75. 
1834-1881.     2  vols.     Crown  Jjvo..  7^. 

Erasmns.- Life  and  Letters  of  Eras- 
.Mus :  a  Series  of  Lectures  delivered  .it  Ox- 
ford. By  James  Anthony  Fiujude.  Crown 
8vo.,  65. 

Pabert.— Abraham  Fabkrt  :  Governor 
of  Sedan  and  Mar.>ihal  of  France.  Mis  Life 
and  Times,  1599-1662.  By  GhOROE  I{oope:<. 
With  a  Portrait,     8vo.,  105.  6tl. 

Pox.— The  Early  History  of  Charles 
James  Fox.  By  the  Right  Hon.  Sir  G.  O. 
Trevelyan,  Bart. 

Library  Edition.    8vo.,  iSi. 

Cabinet  Edition.    Crown  8vo.,  6i. 


Hamilton.  — Life  of  Sir  William 
Hamilton.  By  R.  P.  Gxaves.  3  vols. 
15s.  each.     .\DnENDUM.     ovo.,  6d.  sewed. 

Havelock. -.Memoirs  of  Sir  Henry 
Havi:lo'.;k,  K.  C.  B.  By  John  Clark 
Marsh  MAN.     Crown  Svo.,  35.  6d. 

Luther.  —  Life  of  Li'ther.  By  Julius 
KbsTLiN.  With  Illustrations  from  Authentic 
Sources.       Translated   from  the  German. 


I  Macaulay.— The  Life  and  Letters  op 
I  Lo:;i)  Macaulay.  By  tlie  Right  Hon.  Sir 
!      G.  O.  Trevelyan»  Bart. 

Popular  Edition,  i  vo\.    Cr.  Svo.,  25.  6<^. 

i          StudcnVs  Edition  1  vol.     Cr.  8vo.,  6*. 

Cabinet  Edition.  2  vols.     Post  Svo.,  Z3f. 

Library  Edition.  2  vols.     Svo.,  365. 

Marbot.  -Tin:  Memoirs  of  the  Barok 

'      DE  .Makbot.     Translated  from  the  French 

by  Akthir  John  Butler,  M.A.      Crown 

i»VO.,  75.  lid. 

Seobohm.— The    O.vford    Reformers- 
John  CoLET.  Erasmus  and  Thomas  More  : 
a  History  of  their  Fellow- Work.     By  Frbd- 
'      eri'--  Sekbohm.    t^vo.,  145. 

Shakespeare.— Outlines  of  the  Life 
OF  Shakespeare.  By  J.  O.  Halliwbll- 
Phxlupps.  With  numerous  Illustrations 
and  Fac-iimiles.    2  vols.    Royal  8vo.,  £1  u. 
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Biography,   Personal  Memoirs,   &lq.  -coniintied. 


Shakespeare's  True  Life.  By  James  ; 
Walter.  With  500  Illustrations  by  , 
Gerald  E.  Moira.     Imp.  8vo.,  2's.  ' 

Stephen.  —  Essays  in  Ecclesiastical  I 
Biography.  By  Sir  James  Stephen.  ' 
Crown  8vo.,  7s.  td.  \ 

TurgOt.— The    Life   and   Writings   of  ^ 
TuRGOT,    Comptroller-General   of  France, 
177^-1776.     Edited  for  English  Headers  by  ' 
W.  Walker  Stephens.     Svo.,  125.  6<f.         1 

Walford.— Twelve  English  Author-  , 
ESSES.  By  L.  B.  Walford.  Crown  Svo..  , 
45.  6d. 


Vemey. —  Memoirs  of  the  Versey 
Family.  Compiled  from  the  Letters  and 
Illustrated  by  the  Portraits  at  Claydon 
House,  Bucks. 

Vols.  I.  &  II..  During  the  Civil  War. 
By  Frances  Paijthenope  Vekney.  With 
a  Preface  by  S.  K.  Gardiner,  M..^., 
LL.D.  Wit!i  3S  Portraits.  Woodcuts 
and  Fac-simile.  Royal  8vo.,  425. 
Vol.  III..  During  the  Commonwealth. 
1630-1660.  By  Makgaket  M.  Verney. 
With  10  Portraits,  &c.     Royal,  8vo.,  215. 

Wellington.— Life  of  the  Duke  op 
Wellington.  By  the  Rev.  G.  R.  Gleio. 
M.A.     Crown  8vo.,  3s.  td. 


Travel  and  Adventure,  the  Colonies,  &c. 

bv     the     late 


Arnold. — Works  by  Sir  Edwin  Arnold, 
K.C.I.E. 

Seas  and  Lands.  With  71  Illustra- 
tions. Cr.  8vo.,  75.  td.  Cheap  Edition. 
Cr.  Svo.,  3Ji.  Qd. 

Wandering  Words:  Reprinted  by  per- 
mission from  Papers  published  in  tiie 
Dally  Tdtirrn/'h  and  Foreign  Journals 
and  Majjazine.s.  With  45  Illustrations 
from  Drawin«;s  by  Bi:n  Houtiihy  ;ind  fn)m 
Photoijraph^.     ;'.vu.,  i8s. 


AUSTRALIA  AS  IT  IS,  or  Facts  and 
Features,  Sketches,  and  Incidents  of 
Australia  and  .Australian  Life  with  Notices 
of  New  Zealand.  By  A  Clkrgym.vn, 
thirteen  years  resident  in  the  interior  of 
New  South  Wales.     Crown  Svo.,  5s. 


Baker.— Works  by  Sir  S.  W.  F>akek. 

Eight  Years  in  Ceylon.  With  6  Illus- 
trations.    Crown  Svo.,  35.  6d. 

The  Rifle  and  the  Hound  in  Ceylon. 
6  Illustrations.     Crown  bvo..  3s.  6d. 

Bent. —Works    by  J.    Theodore    Hent, 
F.S.A.,  F.R.G.S. 

The  Ruined  Cities  of  Mashonaland: 
being  a  Record  of  Excavation  and  Ex- 
ploration in  iScji.  With  Map.  13  Plates, 
and  104  Illustrations  in  the  Text. 
Crown  Svo.,  35.  f)d. 

The  Sacred  City  of  the  Ethiopians: 
beinj;  a  Record  of  Travel  and  Research  in 
Abyssinia  in  1893.  With  b  Plates  and  65 
///ustrations  in  the  Text.    Svo.,  iS». 


Brassey.— Works     by     the     late     Lady 

Brassev. 

The  Last  Voyage  to  India  and  Aus- 
tralia IN  the  '  Sunbeam.'  With  Charts 
and  Maps,  and  40  Illustrations  in  Mono- 
tone, and  nearly  200  Illustrations  in  the 
Text  .Svo.,  2 IS. 

A  \'oYAGE   in   the  '  Sunbeam  ' ;  Our 
Home    on    the    Ocean     fo:^    Eleven 
Months. 
Library    Edition.       With     8    Maps    and 

Charts,  and  118  Illustrations.     Svo.  21J. 
C.ihlmt    Edition.      Witli    Map    and    66 

Illustrations.     Crown  Svo.,  75.  6<f. 
Silver  Library  Edition.    With  66  Illustra- 
tions.    Crown  Svo..  35.  61/. 
Popular  Edition.     With  60  Illustrations. 

4 to..  6</.  sewed,  is.  cloth. 
School  Edition.      With    37    Illustrations. 

Fcp.,  25.  cloth,  or  35.  white  parchment. 

Sunshine   and   Storm    in   the    East. 

Library  Edition.     With  2   Maps  and  141 

Illustrations.     Svo..   21s. 
Cabinet  Eaitivn.     With  2  Maps  and  114 

Illustrations.    Crown  Svo.,  71.  6«/. 
Popular  Edition.     With  103  Illustrations. 

4to.,  td.  sewed.   15.  cloth. 
In  the  Trades,  the  Tropics,  anu  the 
*  Roarinci  Forties'. 
Cabuut   Edition.      With    Map    and    220 

Illustrations.     Crown  8vo.,  75.  6/r. 
Popular  Edition.     With  183  Illustrations. 
IS.  cloth. 

in   the  *  Sunbeam  '. 
With  346  Illustrations. 


4to.,  6(/.  sewed, 
Three   Voyages 
Popular  Edition. 
4to.,  zs.  6d. 


Brassey.— Voyages  and  Travels  of  Lord 
Brassey,  K.C.B.,  D.C.L.,  1862-1894. 
Arranged  and  Edited  by  Captain  S.Eardi»ey- 
Ww-viot.     iNo\%.    Ctown  8vo.,  xoj. 
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Fronde.— Works   by  James   A,  Froude. 

OcLANA  ;  or  Eni^land  and  her  Colonies. 
WUh  9  lUustrattons.  Crown  8vo..  2s, 
boaids,  2i.  6d.  cloth. 

The  Esolish  in  the  West  Indies:  or, 
the  Bow  of  Ulysses.  With  9  Illustrations. 
Cro^v^  8vo.,  31.  boards,  2s,  6(i.  cloth. 

Bapgood.— Russian  Rambles.  By  Isabel 
J.  Hai'Oood.     Crown  8vo,  6s. 

C—    -  r,.  .._-.      ,..,:.     und  Po«   Office  in 

Rt-  'Ev  Ejjperience  with 

thf-  ,1:      in     Ru^nia—Eii- 

Pt(  i.i..    o,jM,i..rr     Kcsort'-A    Siroll   in 

M«  unt  lolfiitiy-^Cotini  Tobioy  at  Home 

—  .^  ly  City— A  Journey  on  the  Volg* — The 

Ru*r,.-,.     .,.-....>  6     Cure — Moscow     Memories  —  Th« 
NUhni-Nov^rod  Fnir  and  the  Volga, 

Howitt.— Visits  to  Remarkable  Places. 
Old  Halls*  Battle  Fields,  Scenes,  illustrative 
of  Stfikins  Passages  in  English  History  and 
Poetry.  By  William  Howitt.  With  80 
Illustrations.     Crown  8vo.»  ji.  td. 

Knight— Works  by  E.  F,  Knight. 

The  Criise  of  the  *  Alerte*:  the  nar- 
rative of  a  Search  for  Treasure  on  the 
Eeserl  Island  of  Trinidad.  With  2  Maps 
and  23  Illustrations.     Crown  Svo.,  3*.  6d. 

Where  Three  Empires  Meet  :  a  Nar- 
rative of  Recent  Travel  in  Kashmir, 
Western  Tibet.  Bakistan,  Ladak,  Gilgit, 
and  the  adjoining  Countries.  With  a 
Map  and  54  Illustrations.    Cr.  8vo.»  3a.  6d. 

Rkoi^esia  of  to-dav;  a  Description  of 
the  Present  Condition  and  the  Prospects 
of  Matabeleland  and  Mashonaland.  Cr. 
8vo.,  21.  6</, 


Lees  and  Clutterback.-B.  C.  1S87  :  A 
Ramblh  in  Bkhibh  Cokvmhia,  By  J,  A. 
Lees  and  W.  J*  Cluttekbuck.  With  Map 
and  75  Illustration  Si.     Crown  8vo.,  35.  6^^. 

Murdoch.— From  Edinburgh  to  the 
Antarctic:  an  Artist's  Notes  and  Sketches 
during  the  Dundee  Antarctic  Expedition  of 
1893-93.  By  W.  G.  BuRN-MvRDocH.  With 
2  Maps  and  numerous  (ilM^.r-^^ntionsi.  Svo., 
18s. 

Nansen.— Works  by  Dr.  i  ridtjof  Nan  sen. 

The  First  Crossing  of  Greenland. 
With  numerous  Illustrations  and  a  Map. 
Crown  8vo.,  3i.  6d. 

Eskimo  Lipe.  Translated  by  William 
Archer.   With  31  Illustrations.  8vo.,  iC*. 

Peary.— My  Arctic  Journal  :  a  Year 
among  Icc-Ficlds  and  Eskimos.  By 
Josephine  DrEBiTscH-PEARv.  With  19 
Plates,  3  Sketch  Maps,  and  44  Illustrations 
in  the  text.     Bvo.,  i2J. 

Smith.— Climbikg  in  the  British  Isles- 
By  W.  P.  Haskett  Smith.  With  Lllustra. 
tions  by  Ellis  Cakr. 

Part  1.  Enolano.     Fcp.  Svo.,  35.  6d. 
Part  II.  Whales.  [In  ptfparaiion. 

Part  in.  Scotland,        [/«  preparation. 

Stephen.— The  Play-Ground  of  Europe* 
By  Leslie  Stephen.  New  Edition,  with 
Additions  and  4  Illustrations.  Croi^m  Svo,, 
6j.  net. 

THREE  IN  NORWAY.  By  Two  of  Them. 
With  a  Map  and  59  Illustrations.  Crown 
8vo.,  ii>  boards,  21.  td*  cloth. 


Veterinary  Medicine,  &c. 


SteeL— Works  by  John    Henrv   Steel. 

A  Treatise  on  the  Diseases  of  the 
Doc.   With  S3  Illustrations.   Svo.,  los.  td. 

A  Treatise  on  the  Diseases  op  the 
Ox.     With  It 9  Illustrations.     Svo.,  15J. 

A  Treatise  on  the  Diseases  op  the 
Skkef.    With  100  ItluKtrat ions.  Svo.,iji. 

Outlines  of  Equine  Anatomy:  a 
Manual  for  the  u&e  of  Veterinary  Students 
in  the  Dissecting  Room.     Cr.  8vo.,  71.  td. 


HtzwygranL— Horses  and  Stables,  By 
Major-General  Sir  F.  Fit/wvoram,  Bart, 
With  56  pages  of  Illustrations,  iJvo.,  u.  td, 
net. 

'*  Stonehenge."— The  Dog  in  Health  and 
Disease.  By  "Stonehenge**.  With  84 
Wood  Engravings.     Square  cr.  8vo.,  7J.  6rf. 

Youatt.— Works  by  William  Youatt. 

The  Horse.  Revised  and  Enlarged  by 
W.  Watson.  M.R.C.V.S.  Woodcuts. 
8vo.,  7 J.  td. 

The  Dog.  Revised  and  Enlarged. 
Woodcttta.      SvOm  6;. 
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Sport  and  Pastime. 

THE  BADMINTON  LIBRARY. 

Edited  by  the  Dukk  of  BEAuroRT,  K.G.,  assisted  by  Alfred  E.  T.  Watson. 
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aby, S.J.    Crown  8vo.,  55. 
Logic.      By  Richard  F.  Clarke,  S.J.  I  Psychology.    By  Michael  Maker,  S.J 
Crown  8vo.,  55.  I     Crown  Svo.,  65.  6d, 


Moral  Philosophy  (Ethics  and  Natural 
Law.  By  Joseph  Rickady,  S.J.  Crown 
Svo.,  5s. 


Natural     Theology.       By     Bernard 
Bobdder,  S.J.    Crown  Svo.,  6*.  6</. 
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History  and  Science  of  Language,  &e. 


Davidflon.— Leading  and  Important 
English  Words:  Explained  and  Exem- 
plified. By  William  L.  Davidson,  M.A. 
Fcp.  JJvo.,  3s.  6d. 

Parrar,—  Language  and  Languages  : 
By  F.  W.  Farrar,  D.D.,  F.R.S.  Crown 
8vo.,  65. 

Blax  Mnller.— Works  by  F.  Max  Muller. 

The  Science  of  Language,  Founded  on 
Lectures  delivered  at  the  Royal  Institution 
in  1861  and  1863.   2  vols.   Crown  Svo.,  21s. 

Biographies  of  Words,  and  the  Home 
OF  THE  Arvas.     Crown  8vo.,  75.  6d. 


Max  MiiUer. 

— continued. 


-Works  by  F.  Max  M  cller 


Three  Lectures  on  the  Science  op 
La.nguagi,  a.nd  its  Place  in  General 
Education,  delivered  at  Oxford,  x88g. 
Crown  8vo.,  35. 

Roget.— Thesaurus  of  English  Words 
AND  Phrasks.  Classified  and  Arranged  so 
as  to  Facilitate  the  Expression  of  Ideas 
and  assist  in  Literar>'  Composition.  By 
Peter  Mark  Roget,  M.D.,  F.R.S.  Re- 
composed  throughout,  enlarged  and  im- 
proved,  partly  from  the  Author's  Notes,  and 
with  a  full  Index,  by  the  Author's  Son, 
John  Lewis  Roget.     Crown  Svo.  105.  W. 


Political  Economy  and  Economics. 


Ashley.— English  Economic  Hi  story 
and  Theory.  13y  W.  J.  Ashley.  M.A. 
Crown  bvo..  Part  I.,  55.     Part  II.  i(«.  td. 

Bagehot.- -Economic  Studies.  Hy  Wal- 
ter Bagkhot.     Crown  Svo.,  3s.  tti'. 

Baznett — Practicable  Socialism  :  Es- 
says on  Social  Reform.  By  the  Rev.  S.  A. 
and  Mrs.  Barnett.     Crown  hvo..  6s. 

Brassey.— Papers  and  Addresses  on 
Work  and  Wages.  By  Lord  Brassey. 
Edited  by  J.  Potter,  and  with  Introduction 
by  Georgk  Howell,  M.P.    Crown  Svo.,  55. 

Devas.— A  Manual  of  Political  Econ- 
omy. By  C.  S.  Devas,  M.^V.  Cro\\n  Svo., 
6j.  bd.     (Manuals  of  Catholic  Philosophy.) 

Dowell.— A  History  of  Taxation  and 
Taxes  in  Exolanu,  from  the  Earliest  Times 
to  the  Year  ih!H5.  By  Stephen  Dowell, 
(4  vols.  Svo. I  Vols.  I.  and  II.  The  History 
of  Taxation.  215.  Vols.  III.  and  IV.  Ih'e 
History  of  Taxes,  21s. 

IkCacleod."  Works    by    Henry   Dunning 
Maclkoi),  M.A. 
HiMETALis>r     Svo.,  55.  net. 
The   Eli:mlnts  of   Banking.     Crown 

8vo.,  ys.  bd. 
The  Theory  and  Practice  of  Banking. 

Vol.  I.      ><VO.,  I2S.      Vol.  II.       I4S. 

The  Theory  of  Credit.  Svo.  Vol.  I. 
10s.  net.  Vol.  H.,  Part  I.,  loj.  net.  Vol.  II. 
Part  //..  los.  (id. 


Mill. — Political  Economy.  By  John 
Stuart  Mill. 

Popular  Edition.     Crown  Svo.,  3*.  6rf. 

Library  Ed- Hon.     2  vols.     Svo.,  305. 

Symes.  Political  Economy  :  a  Short 
Text-book  of  Political  Economy.  With 
Problems  for  Solution,  and  Hints  for  Sup- 
plementary Heading.  By  Professor  J.  £. 
Symes,  M.A..of  University  College,  Notting- 
ham.    Crown  8vo.,  25.  6d. 

To3nibee.— Lectures  on  the  Industrial 
Rkvolution  of  the  18th  Century  is 
EsGi.Axn.  By  Arnold  Tovnbee.  With 
a  Memoir  of  the  .Author  by  B.  Jowett, 
<Svo.,  lOS.  f>d. 

Webb.  —  The  History  op  Trade 
Unionism.  By  Sidney  and  Beatrice 
Wlhu.  With  Map  and  full  Bibliography  of 
the  Sui'icct.     Svo.,  iSs. 


Wilson.  —  Works    by    A.    J.    Wilson. 
Chieiiy  reprinted  from   The  Invfstors'  Ri- 


Practical  Hints  to  Small  Investors. 
Crown  rAo.,  is. 

Plain  Advice  adout  Life  Insurance. 
Crown  .Svo.,  is. 
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Evolution,   Anthropology,  &e. 


Babington. -Fallacihsop  KacuTheories 
AS  Apflikij  to  National  Characteristics. 
Essays  by  William  Dalton  Babisgton, 
M.A.     Crown  8vo.,  C>s. 

Cllodd. — Works  by  Edward  Clodd. 

The  Story  of  Creation*:  a  Plain  Ac- 
count of  Evolution.  With  77  Illustrations. 
Crown  8vo..  35.  6d. 

A  Pkimkr  ok  Hvolution  :  bcinj;  a 
Popular  Abridged  Edition  of  *  The  Story 
of  Creation '.  With  Illustrations.  Fcp. 
Svo.,  15.  Ctl. 

Lang.— Custom  and  Myth  :  Studies  of 
Early  Usaj;e  and  Belief.  By  Andrkw 
Laxci.  M..\.  Wii!j  15  Illustrations.  Crown 
Hv<)..  3*.  6</. 


LubbodL— The  Origin  of  Civilisatiok» 
and  the  Primitive  Condition  of  Man.  By 
Sir  J.  Lubbock,  Bart.,  M.P.  With  5  Plates 
and  20  Illustrations  in  the  Text.    8vo.,  zSs. 

Bomanes.  —  Works    by    George   John 
Romanes,  M.A.,  LL.U.,  F.R.S. 
Darwin,  and  After  Darwin:  an  Ex- 
position of  the  Darwinian  Theory,  and  a 
Discussion  on  Post- Darwinian  Questions. 
Part  I.  Thk  Darwinian  Theory.    With 
Portrait  of  Darwin  and  125  Illustrations. 
Crown  8vo.,  los.  6</. 
Part  II.    Post- Darwinian   Questions: 
Heredity  and  Utility.        [In  the  Press, 
An     ExA\nN.\TioN    oV  Weismannism. 

Crown  Svo.,  6s. 
Mind,  Motion,  and  Monism.     Crown 
8vo.,  4s.  6d. 


Classieal  Literature  and  Translations,  &c. 


Abbott.— Hellexica.  a  Collection  of 
Essays  on  Greek  Poetry,  Philosophy,  His- 
tory, and  Religion.  Edited  by  Evelyn 
Ambott,  M.A..  LL.I).     8vo.,  165. 

.fiBchylufi.~ErMENii)Es   of   /Eschylus. 

With  Metrical  I-Inglisli  Translation.      By  J. 
F.  Davils.     Svo.,  75. 

Aristophanes.  -The  Acharnians  op  J 
Aristophanes,  translated  into  English  ' 
Verse.    By  R.  Y.  Tyrrell.    Crown  8vo.,  is.  . 

Becker. — Works  by  Professor  Becker. 

Galll's  :  or,  Roman  Scenes  in  the  Time 
of  Augustus.  Illustrated.  Post  8vo., 
3J.  6r/. 

Charicles:  or,  Illustrations  of  the 
Private  Life  of  the  Ancient  Greeks. 
Illustrated.     Post  8vo.,  35.  6it. 

Cicero.— Cicero's  Coukespondence.  By 
R.  Y.  Tykklll.  Vols.  1..  II.,  III.,  Svo., 
each  I2S.    Vol.  IV..  155. 

ramell.— Greek  Lyric  Poetry:  a  Com- 
plete Collection  of  the  Surviving  Passages 
from  the  Greek  Song-Writting.  Arranged 
with  Prefatory  Articles.  Introductory  Matter 
and  Commentarv.  By  Gkorok  S.  Farnell, 
M.A.    With  5  Plates.    8vo.,  i6s. 


LUIff.— HOMEK 

Andrew  Laxo. 


AND      the      E»'IC.  By 

Crown  8vo.,  95.  net. 


Mackail.— Select  Epigrams  from  thb 
Greek  Anthology.  By  J.  W.  Mackail, 
Fellow  of  Balliol  College,  Oxford.  Edited 
with  a  Revised  Text,  Introduction,  Trans- 
lation, and  Notes.     Svo.,  165. 

Rich,— A  Dictionary  of  Roman  and 
Greek  Antiquities.  By  A.  Rich,  B.A. 
With  2000  Woodcuts.     Crown  8vo.,  ys,  6d. 

Sophocles.— Translated  into  English 
Verse.  By  Robkrt  Whitelaw,  M.A., 
Assistant  Master  in  Rugby  School;  late 
Fellow  of  Trinity  College,  Cambridge. 
Crown  8vo.,  Ss.  M. 

Tsrrrell.— Translations  into  Greek  and 
Latin  Versk.  Edited  by  R.  Y.  Tyrrbll. 
8vo.,  6j. 

Virgil.— The  ^^Ineid  of  Virgil.  Trans- 
lated into  ILnglish  Verse  by  John  Conino- 
TON.     Crown  8vo.,  6s. 

The  Poems  of  Virgil.  Translated 
into  English  Prose  by  John  Coninoton. 
Crown  8vo..  6s. 

The  -^iNEin  of  Virgil,  freely  translated 
into  English  Blank  Verse.  By  W,  J. 
Thornhill.     Crown  8vo.,  7s.  6rf. 

The  .Eneid  or  Virgil.  Books  I.  to 
VI.  Translated  into  English  Verse  by 
James  Rhoades.     Crown  8vo.,  5s. 

Wilkins.— The  Growth  of  the  Homeric 
Poems.    By  G.  Wilkixr.    8,vci.^^\, 
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Acworth.— Ballads  of  the  Marathas. 
Rendered  into  English  Verse  from  the 
Marathi  Originals.  By  Harry  Arbutk- 
NOT  Acworth.    8vo.,  55. 

AUingham.— Works  by  William  Allisg- 
ham. 
Irish  Songs  and  Poems.   With  Frontis- 

of  the  Waterfall  of  Asaroe.     Fcp.  tivo.,  6s. 
Laurence  Bloomfield.   With  Portrait 

of  the  Author.     Fcp.  Svo.,  35.  6(/. 
Flower     Pieces;     Day     and     Night 

Songs:  Ballads.      With  2  Designs  by 

D.  G.  RossiiTTi.     Fcp.  8vo..  6s.     large 

paper  edition,  12s. 
Life  and  Phantasy  :  with  Frontispiece 

by  Sir  J.  E.  Millais,  Bart.,  and  Design 

by  Arthl'R    Hl'GHES.     Fcp.   Svo.,   6s.; 

large  paper  edition.  12s. 
Thought    and    Word,    and     Ashby 

Manor  :   a  Play.     Fcp.  Svo..  6s. ;  large 

paper  edition,  12s. 
Blackhlrkies.     Imperial  i6mo.,  ds. 
Stts  of  the  ah'tvc  6  vols,  may  be  Juul  in  uni- 
form Half'Parchmtut  binding,  price  305. 

Armstrong.— Works   by   O.    F.  Savage- 
Armstrong. 
Poems  :    Lyrical  and  Dramatic.     Fcp. 

8vo.,  65. 
King  Saul.     (The  Traj^cdy  of  Israel. 

Part  I.I     Fcp.  Svo..  5s. 
King  Davi[).     (The  Tragedy  of  Israel, 

Part  II.)     Fcp.  Svo.,  6s. 
King  Solomon.    'The  Tragedy  of  Israel, 

Part  III.)     Fcp.  Svo.,  Gs. 
Ugone  :  a  Tragedy.     Fcp.  Svo.,  65. 
A    (lAKLAND    from    Grkece  :    Pocms. 

I'cp.  Svo.,  7s.  6d. 
Stories  of  Wicki.ow:    Poems.      Fcp. 

Svo..  7s.  6d. 
Mei'histofmeles      in      Broadcloth: 

a  S.itire.     Fcp.  Svo..  .\5. 
One  in  the  Infinite:  a  Poem.     Crown 

Svo.,  7s.  61/. 

Armstrong.  -Tin:  Poetical  Works  of 
Edmund  J.  .Ai<msihc}.\o.     Fcp.  Svo.,  ^s. 

Arnold.— Works  by  Sir  Fdwin  .VKNor.i". 
K.C.I.F.,  .Author  of  *  The  Li:;ht  «if  .'\.>-ia."  tVc. 
The    Light   of    the   Woki.d:   rir   the 

Great  Consummation.  Cr.Svo..7s.f)'/.  net. 
Potithar's    Wife,  and    other    Pocms. 

Crown  Svo..  ^s.  net. 
Adzu.ma:  orlhe  Japanese  Wife.    \  Pl.iy. 

Crown  Xvo..  6s.  6d.  net. 
The  Tenth   Muse,  and  other  Poems. 

Crown  Svo.,  5s.  net. 

Beaaly.- -Hallads   and    other    Vk 
By  A.  H.  Beesly.    Fcp.  &vo.,  ^s. 


BelL— Chamber  Comedies:  a  Co!ltcti>n 
of  Plays  and  Monolo^es  for  the  Hran-in^ 
Room.    By  Mrs.  Hugh  Bell.   Qt.  ^\q..  C;. 

Cochnuie.— The  Kestrel's  Nest,  and 
other  Verses.  By  .\lkrld  Cichr^sl 
Fcp.  8vo.,  ^s.  6d. 

Goethe. 

Faust.  Part  I.,  the  German  Text.  v:t.-. 
Introduction  and  Notes.  Bv  Ai.:-,ert  M. 
Selss,  Ph.D..  M..A.     Crov.n  S-.o..  5J. 

Faust.  Translated,  with  Notes.  Cy  T.  E- 
Webb.  Svo..  i  2s.  bd. 

Ingelow.— Works  by  Jevn  Inuel;)w. 
Poetical  Works.  2  vols.   Fcp.  t-vcij.-. 
Lyrical  and  Other  Poems.     Sdtctti 

from    the   Writini;s   of   Jfan    iNLiiLiw. 

Fcp.  Svo..  2s.  6d.  cloth  plain.  3s.  cl.  dlt- 

Kendall.--S(>NGS  FKO.M  Oreamianp.  By 
M.vy  Kendall.     Fcp.  -Svo.,  5s.  net. 

Lanj.— Works  by  Andrew  Lang. 

Ban  and  Arri^re  P»an  :  a  Kally  0'. 
Fugfitive  Rhyme.-.     Fcp.  Svo..  5^.  nel 

Grass  OF  Parnassus.  Fcp.  >vo..  z^.  w. 
net. 

Ballads  of  Hooks.  Edited  by  ANnf.Ew 
Lang.     Fcp.  Svo.,  6s, 

The  Blue  Poltkv  Book.  Fciiicd  by 
.\ndrew  !..\ng.  With  iz  Platc-s  arJ  *> 
Illustrations  in  the  Text  bv  H.  J.  Ii  kr 
nnd  Lancklot  Sfkkd.     Crown  >vo..    ;. 

Speeiiil  EditUm.  printtd  i#»i  It:i::i  .\;*i'. 
With  Xotis,  but  uiihout  IHu^tr  :!ir\i. 
Crown  Svo..  7s-  6c/. 

Lecky.— Poems.  Hy  W.  H.  H.  Llckh 
l-^cp.  Svo.,  5s. 

Lytton.— Works  by  The  Earl  or  Lxtfn 
<OwKN  Mkrkdtthi. 

Makah.     Fcp.  Svo..  6.S.  fjj. 

King  Poffy:  a  I'antasia.  With  i  Pir.tt 
and  nt:»ii-;n  on  Title- Pai:e  hy  I':^.  Bi  Kvk- 
J«>NKS,  .\.K.A.     Crov\n  .^vo..  i...^   rvj 

The  WA.SDr.Ki.i:.     Crown  Sv:«..  tu.-.  '•>:. 

Ljcill.     Crown  Svo..  u)%.  nd. 

Selected  Poems.  Crown  Svo..  uw  J. 
Macaulay.  -Lays  of  .Ancilnt  Komi  .  \c 

By  Lord  Macaulay. 

Illustrated  hy  G.  Scharf.   Fcp.  4to,.  10s.  6J. 

■    Bijou        Kdition. 

iSnio..  2s.  0<f.  gilt  top. 

Popular   Edition. 

I'cp.  4to.,  61/.  sewed,  is.  cloth. 

Illustrated  by  J.  R.  Weouei.in.  Crown 
Svo  ,  3*.  6ti. 

\nnotated  Edition.  Fcp.  8vo.,  ts.  seu'cd. 
-  ^.  M.  cloth. 
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Poetry  and   the  Drama — contimied. 


Murray.— (Robert  R),  Author  of  'The 
Scarlet  Gown  '.  His  Poems,  with  a  Memoir 
by  Andrew  Lakg.    Fcp.  8vo-,  55.  net. 

Nesbit.— Lays  and  Legends.  By  E. 
Nesbit  (Mrs.  Hubert  Bland).  'First 
Series.  Crown  Svo.,  35.  6</.  Second  Series. 
With  Portrait.     Crown  8vo  ,  55. 

Peek.— Works  by  Hedley  Peek  (P'kank 
Leyton) 

Skeleton  Leaves  :  Poems.  With  a 
Dedicatofy  Poem  to  the  late  Hon.  Roden 
Noel.     Fcp.  8vo.,  25.  6</.  net. 

The  Shadows  of  the  Lake,  and  other 
Poems.     Fcp.  8vo.,  25.  td.  net. 

Piatt.— Works  by  Sarah  Piatt. 

An  Enchanted  Castle,  and  other 
Poems:  Pictures,  Portraits,  and  People  in 
Ireland.     Crown  Svo.  35.  bd. 

Poems:  With  Portrait  of  the  Author. 
2  vols.     Crown  8vo..  io5. 


Piatt.— Works   by  John  Ja.mes   I^iatt. 

Idyls  and  Lyrics  of  the  Ohio 
Valley.     Crown  8vo.,  5s. 

Little  New  World  Idyls.  Cr.  Svo.  55. 

Bhoades.- Teresa  and    other    Poems. 
By  James  Rhoades.    Crown  8vo.,  jj.  6d. 

Eiley.— Works     by    James    Whitcomb 
Riley. 

Old  Fashioned  Roses:  Poems.   i2mo.« 

Poems:  Hereat  Home.    Fcp.8vo.,6s.»i</. 

I  Shakespeare.  —  Bowdler's  Fa  m  i  l y 
I  Shakespeark..  With  36  Woodcuts,  x  vol. 
j      8vo.,  145.     Or  in  6  vols.     Fcp.  Svo.,  2ii. 

The  Shakespeare  Birthday  Book.  By 
Mary  F.  Dunbar.  32mo.,  is.  6rf.  Draw- 
ing Room  Edition,  with  Photographs. 
Fcp.  Svo.,  105.  6(/. 

I  Sturgis-— A  Book  of  Song.    By  Julian 
Sturgis.     i6mo.  5*. 


Works  of  Fiction,   Humour,  &e. 


Anrtey.— Works  by  F.  Anstey,  Author  of 
*  Vice  Versa '. 


The  Black  Poodle,  and  other  Stories. 
Crown  Svo.,  25.  boards,  25.  6<^  cloth. 


Voces  Populi.  Reprinted  from '  Punch'. 
First   Series.     With  20  Illustrations  by 
J.  Bernard   Paktkidce.     Crown  Svo.,  j 
35. 6//.  j 

The  Travelling  Companions.  Re-  | 
printed  from  '  Punch '.  With  25  Illust.  I 
by  J.  Bernard  Partridge.   Post  410.,  55. 

The  Man  from  Blankley's  :  a  Storj*  i 
in  Scenes,  and  other  Sketches.  With  24  1 
Illustration.s  by  J.  Bernard  Partridge.  ' 
Fcp.  4to.,  6s. 


Astor.— A  Journey  in  Other  Worlds,  i 
a  Romance  of  the  Future.  By  John  Jacob  : 
Astor.    With  10  Illustrations.    Cr.  Svo.,  61.  ■ 


Baker.- By  the  Western  Sea.  By 
James  Baker,  Author  of'  John  Westacott . 
Crown  Svo.,  31.  6</. 


Beaconsfleld,— Works  by  the  Earl  ot 
Beaconsfif.ld. 

Novels  and  Tales.      Cheap  Edition. 
Complete  in  1 1  vols.  Cr.  Svo..  15.  td.  each. 
Vivian  Grey.  I  Henrietta  Temple. 

The  Vounji'  Duke.  &c.  |  Venetia.      Tancrcd. 
-Alroy.  Ixion.  &c.  |  Coningsby.       Sybil. 

Contarini  Flemin^,&c.  j  Lothair.      Endymion. 
Novels  and  Tales.     The  Hughcnden 
Edition.     With   2   Portraits  and  11  Vig- 
nettes.    II  vols.     Crown  Svo..  425. 

Boulton.— Josephine  Crewe.  By  Helen 
M.  Boulton. 

Clegg.— David's  Loom  :  a  Story  of  Roch- 
dale life  in  the  early  years  of  the  Nineteenth 
Century.  By  John  Trafford  Clegg.  Cr. 
Svo.,  2 J.  td. 

Deland.— Works  by  Margaret  Deland, 
Author  of  'John  Ward'. 
The  Story  of  a  Child.     Cr.  Svo.,  51. 
Mr.    Tommy     Dove,   and    other    Stories. 

Crown  Svo.  6j. 
Philip  and  his  Wife.    Crown  8vo.,  6s. 

DongalL— Works  by  L.  Dougall. 

Beggars  All    Crown  Svo.,  3s.  6</. 
What  NECESi^Ytx  Vj«.^vi^.  v:A."^^.^^s^« 
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Doyle.— Works  by  A-  Conan  Doyle. 

M  iLAH  Clarke':  A  Tale  of  Monmouth's 
Rebellion.  With  Frontispiece  and  Vig- 
nette.    Cr.  Svo,,  3^.  td. 

The  Captain  of  the  Polestar,  and 
other  Tales.     Cr.  8vo.,  3*.  <>rf. 

The  Refugees:  A  Tale  of  Two  Conti- 
nents.  With  Illustrations.  Cr.8vo»,  3«.6r/, 
Farrar,— Darkness  axd  Dawn  :  or. 
Scenes  in  the  Davs  of  Nero.  An  Historic 
Talc.  By  F.  W'  Fahrab,  D.D.,  Dean  of 
Canterbury.    Cr.  Svo.,  7*.  6ti. 

Powler-— The  Young  Pretenders. 
A  Story  of  Child  Life.  By  EofTH  H. 
F01VLER.  With  12  Illustrations  by 
Philip  Burn'E-Jones.       Crown  8vo.,  ts. 

Fraude. — The  Two  Chiefs  op  Dunboy  : 
an  Irish  Romance  of  the  Last  Century. 
By  J.  A.  Fkoudk.     Cr.  8vo.,  35.  6d, 

QsrAri.— Av  Arrasged  Marriage.     By 

D:jtt">rHKA  GERAan.     Crown  8va,,  65. 

Oilkes,— The  THJiSa  That  Hath  Been  : 
or,  a  Yovmi^  Man's  Mistakes.  By  A.  H. 
GiLKES,  M.A,,  Mai^ter  of  Dulwich  College. 
Crown  8vo.,  6j. 

Haggard.— Works  by  H.  Rider  Haggard, 

Joan  Haste,  With  Illustrations  by  T. 
S.  Wilson.     Or.  Svo,,  ts.  [Nt-arh  rmdy. 

The  People  of  the  Mist.  With  16 
Illustrations  by  Arthur  Layard.  Crown 
Svo.*  6s, 

She.  With  32  Illustrations  by  M, 
GuEirFENHAGEN  and  C.  H.  M.  Kerr. 
Cr.  8vo.,  3J,  td. 

Allan  Qitatermain.  With  31  Illus- 
trations by  C.  H.  M.  Kerk.     Cr.  8vo., 

Maiwa's  Revenge:  or,  The  War  of  the 

Little  Hand.    Cr.  8vo.,  11.  boards,  ts,  64. 

cloth. 
Colonel    Quaritch,    V.C.      Cr,    Svo. 

3i.  6d. 
Cleopatra.     With  29  Full-paRc  Iflus- 

trationn  by  M.  GtiKirKEN'iiAOEN  and  R. 

Catok   WooDviLLr.      Crown    H\o,,   31. 

BEATiticE.     Cr.  Rvo.,  3,t,  6d. 

Eric    Bkigmteyes.       With    17    Plates 

and    34    ItluHtiattoiDi    m    the     Text     by 

LaNcrlot  SrEto.     Cr.  8vo.,  31.  6d. 

Sxnx  Tfic   Lily.      W*ith   13   IltuMra* 

'     C.  H.M.  Kerk.     Cr.  Jivo..  3j.  W. 

vii's     Dauohter.      Wjth    24 

■'-       bv      M.       GREJPrKNKAOEN, 
Cr  t.' 

All  With   u  inu.araifHfis. 

In 


umour,    &e. — coniinutiL 

\  Haggard.— Works  by  H.  Riues  HA0«4ti^ 

I       — ionimucd. 
TheWhi 
tions. 

Mr.  MEb^'.'^  "^    ^\  1 1   i  \\  ;tu  J-'i  i<»vi*4I 

tions.     Crown  8vo.,  ^x.  firf. 
Dawn,    With  *6  lUustr^t-.^nv 
8voi,  31.  6d. 

Haggard&ndLang.— Thi   \\ 

8iRt.      By    H.    KiDKst     H  ^ 

Andrew  Lano.     With  27  li! 

M.  GREtPFEKHAO&N.      Cf.  t 

Harte.— In  the  Carqcjire*  w.      ..^  .,.v 
other  stories.      By   BluiTallAJm^    C3b 

8vo.,  3J.  6d. 

Honnmg.— The  Uhbipi 
E.  W.  Horn  UNO.     Cro 

Lemon.  — M  itthew    Fu rtm.       i 

Lemon.    Crown  8vo.,  di. 
Lyall.— Works  by  Eoka  Ltau^  A«bor 
of  *  Donovan.*  &c. 

The.  ArTOBtoGKAfHY   oP   4   SuUflMIKi 
Fcp.  ;*vo.,  H.  sewed. 
Presentation  Edition.     Willi  jo  Uluatt** 
tions   by   Lancelot    S^ncto.      Cwwa 
8vo.,  as.  6«/.  net, 
Doreen,      The    Story    of    a    Siiiftf* 
Crown  8vo.,  61. 

MeiviUe. -Works  by  G.  J.  Wurra  Mu^ 

VILI.E. 

The  Gladiators.  I       * 

Ttie  Interpreter.  I  ^vcy. 

Good  for  Noihinj;.  i  'l 

The  Queen's  Maries.         ^-l  ,_ 

Cr.  8vo.,  I  J.  6d,  each. 

Olipliant.— Works  by  Mr»*  OuruA) 

Madam,     Cr.  Svo.,  i*.  6d. 

Ls  Trust.    Cr.  Svo.,  i*.  6rf. 
Prince*.— The     Story     or 

RocHEroRT.    By  Hklkn  C»r 

Crown  8vo,.  61. 

Payn.- Works  by  jAuas  Pay 
Th b  Luc  k  of  tn  i&  0AitRct4r^    Ci. 

tr.  6d. 
Thicker  than  WAxmjt.     C 

6rf. 

PhUlippa-Wolley.--- 

Lone  ^Jountain. 

LEY.        Wl1>i     '  • 
WiLLLHK,       * 
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Works  of  Fiction,  Humour,  &e 

by      Elizabeth      M 


wnlinued. 


SowelL— Works 
Sewell. 

A  Glimpse  of  the  World.     Amy  Herbert. 
Laneton  Parsonage.  Cleve  Hall. 

Margaret  Percival.  Gertrude. 

Katharine  Ashton.  Home  Life. 

The  Earl*s  Daughter.  After  Life. 

The  Experience  of  Life.        Ursula.     Ivors. 
Cr.  8vo.,  IS.  td.  each  cloth  plain.     25.  6d. 
each  cloth  extra,  gilt  edges. 

Stevenson.— Works    by  Robert    Louis 
Stevenson. 

Stkangk  Case  of  Dr.  Jekyll  and  Mr. 
Hyde.  Fcp.  Svo.,  is.  sewed.  15.  bd. 
cloth. 

The  Dynamiter.     Cr.  8vo.,  3s.  6(f. 

Stevenson  and  Osbonme.— The  Wrong 
Box.  By  Robert  Louis  Stevenson  and 
Lloyd  Oshouune.     Cr.  Svo.,  35.  6rf. 

Suttner.— Lay  Down  Your  Arms  {Die 
Wajfcn  Nicdcr):  The  Autobiograpliy  of 
Martha  Tilling.  By  Bhktha  von  Sutt- 
ner. Translated  by  T.  Holmes.  Cr. 
8vo.,  15.  6d. 


Walford— Works   by  L.   B.  Walford. 
Mr.  Smith  :  a  Part  of  his  Life.    Crown 

8vo.,  25.  6d. 
The  Baby's  Grandmother.    Cr.  Svo., 

25.  6</. 
Cousins.     Crown  Svo.,  2S.  Od. 
Troublesome   Daughters.    Cr.  Svo.^ 

25.  6d. 
Pauline.    Crown  Svo.,  zs.  6d. 
Dick  Netherby.     Crown  8vo.,  2S.  6rf. 
The  History  of  a  Week.     Cr.  8vo., 

25.  Cxi. 
A  Stiff-necked  Gener.\tion.  Cr.  Svo., 

25.  6(/. 

Nan,  and  other  Stories.    Cr.  Svo.,  35. 6rf. 
The  Mischief  of  Monica.    Cr.  Svo., 

25.  6(/. 

The  One  Good  Guest.    Crown  Svo., 

25.  6^. 
'  Ploughed,'  and  other  Stories.   Crown 

Svo.,  6s. 
The  Matchmaker.    Cr.  Svo..  6s. 


by    Anthony    Trol- 


Trollope.— Works 
lope. 

The  Warden.     Cr.  Svo.,  is.  6^/. 

BaRC HESTER  TowERS.      Cr.  Svo.,  IS.  6d. 

True    (A)   Relation   of  the    Travels 
AND  Pekilous  Adventures  of  Mathew 
Dudgeon,  Gentleman:   Wherein  is  truly  '  Weyman.— Works  by  Stanley  Weyman. 
set  down  the  Manner  of  his   Taking;,  the  i_        ,,  'i.»  #^0 

Long  Time  of  his  Siaverj-  in  Algiers,  and  ,      The  House  of  the  W  olf.     Cr.  8vo., 
Means  of  his  Delivery.   Written  by  Himself,  ;  3*' 6"• 

andnowforthefir8ttimep^intcd.  Cr.8vo.,55.        A  Gentleman  of  France.    Cr.  8vo.,  6s. 


West.— Works  «v  B.  B.  West. 

Half-Houks  with  the  Millionaires  : 
Showing  how  much  harder  it  is  to  spend 
a  million  than  10  make  it.     Cr.  Svo.,  65. 

Sir  Simon  Vandkri'ETTER,  and  Mind- 
ing his  Ancestors  :  Two  Reformations. 
Crown  8vo.,  55. 


Popular  Science  (Natural  History,  &c.). 


Butler.— Our  Household  Lnsects.  An 
Account  of  the  Insect- Posts  found  in 
Dwelling-Houses.  By  EnwAP!>  A.  Uutler, 
B.A.,  B.Sc.  (Lond.).  With  113  Illustra- 
tions.    Crown  8vo.,  65. 


Fnrneaux.- 

F.R.G.S. 


-Works  by  W.   Furnkau.x, 


The  Outdoor  World  ;  or  The  Young 
Collector's  Handbook.  With  18  Plates, 
16  of  which  arc  coloured,  and  549  Illustra- 
tions in  the  Text.    Crown  Svo.,  75.  6d. 

Butterflies  and  Moths  (British). 
With  12  coloured  Platea  and  241  lUus- 
trationa  in  the  Text.    xos.  6d.  net. 


I  (Jraham.— Country  Pastimes  for  Boys. 

I      By  P.  Anulkson  Graham.     With  numerous 

'       Hiu-iirations   from    Drawing!,    and    Photo- 

j      graphs.     Crown  Svo.  d. 

!  Hartwig.— Works  by  Dr.  George  Hart- 

'      wig. 

I      The   Sea  and   its  Living  W'onders. 

■  With  12  Plate;  :ind  31)3  Woodcuts.     iSvo., 
j          75.  net. 

The  Tropical  World.     With  8  Plates 
and  172  Woodcuts.     Svo..  75.  net. 

The  Polar  World.     With  3  Maps,  8 
Plates  and  85  Woodcuts.     8vo.,  75.  net. 
I      The  Subterranean  World.    With  3 

■  Maps  and  So  Woodcuts,    «^^^ci.^-l^-"^'«»- 
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Popular   Science    (Natural  History,  &c.} — cmuinucd. 


Hart^sdg.— ^Vo^ks  by  Dr.  George  Hart- 

WIG — continiic'ti. 

The  Aerial  VV'orlt),  With  Map,  S 
Plates  and  60  Woodcuts.     8vo.,  75.  net. 

Heroes  op  the  Polar  World,  ig 
Illustrations.     Cr.  8vo.,  zs. 

WONDKRS  OP  THE  TROPICAL  FoRESTS* 
40  IlluslratJons.     Cr.  8vo.,  2s. 

Workers  under  the  Ground.  29 
Illustrations.     Cr.  fsvo.,  25. 

Mauvels  Over  our  Heads,  29  Illus- 
trations.   Cr.  Svo.,  2s. 

Sea  Monsters  and  Sea  Birds.  75 
II lustrations.     Cr.  Svo..  zs.  6d. 

Denizens  of  the  Deep,  117  Illustra- 
lions,     Cr.  8vo.,  zs.  td. 

Volcanoes  and  Earthquakes.  30 
ttlutitrations.    Cr.  Svo.,  is,  td. 

Wild  Animals  of  the  Tropics.  66 
niustiations.     Cr.  Svo.,  35.  bd, 

Hayward.  — Bird  Notes,  By  the  late 
Janf  Marv  Havvn'ahd.  Edited  by  Emma 
llriii  ARD.  With  Frontispiece  and  15  Illus- 
traiKitns  by  G.  E.  Lodge.     Cr.  .Svo.,  61. 

Helmholtz.  —  Popular     Lectures     on 

SCIRMIFIC    SUBTECTS.       By    HBRMANN    VON 

Hm  \tMOLT2,     With  63  Woodcuts,     2  vols. 
Cr.  Hvo,,  3J.  6*f.  each. 

Hudson*— Bf< I TiftH  Birds.  By  W.  H. 
Hudson.  CM. 2.8.  With  a  Chapter  on 
Structure  and  Classification  by  Frank  E, 
BriJDARD,  F.R.S.  With  17  Plates  (8  of 
which  are  Coloured),  and  over  ioo  Illustra- 
lionR  in  the  Text,     Crown  Svo. 

[N curly  t^ndy. 

Proctor.— Works  by  Richard  A.  Proctor. 

Lioht  Science  for  Leisure  Hours. 
Farniliur  Essayi.  on  Scientific  Subjects,  j 
vols.     Cf-  bvo.,  55.  each. 

Chance  and  Luck:  a  Discussion  of 
the  Laws  of  Luck*  Coincidence.  Wagers, 
L<rtteric3  and  the  I^allacic^^  of  Gambling, 
Ac.     Ct,  »vo.,  u.  boards,     2%.  6d,  cipth. 

Rough  Wws  made  Smooth,  Familiar 
Es&ay!^  on  Scientific  Subjects.  Silver 
Library  Edition.     Cr.  Svo.,  31.  6d. 

PLKASANTWAVSlNSctJiNCE.    Cf.SvOmS*. 

Sih-cr  Library  Edition.    Cr.  8vo..  ys,  6tf. 
Th&   Great    Pykamip,  OustsKVATORy, 
Tdmh  axu  Tcmpls.     Wtih  lUuurations. 
Cf,  Svo.,  5*. 

Natcre.  Sil  dieh.  By  R.  A.  Proctor. 
Ora3(t  Allkn,  A.  WriJSON,  T.  Fo«Tliii 
«ncl  E.  Clohd.  Cr.  «\*o.,  51,  Silver 
Libfxry  Edition.     Crown  i(vo,«  j«.  hd. 


Proctor.— Works  by  Rickamo  A^  PMiCfO^ 

—contiitut'd. 

Leisure  Readings.     By  R.  A*  Pi 

TOR,   E.  ClODD,    A-  WlLSO0*»   T.   P< 

and  A.  C.  Raxtaro.    Cr.  Svo. ,  51. 


Ki 


»•  P.i 


Stanley.—A  Faviiliai 
By  E.  Stanley.   D  ! 

Norwich.      WUli    t' 
3J.  6f/. 

wood.' — W*-»rKs  LJ\   tiic  i\<jv,  J.  VI.   >Sit 
Homes  WITHOUT  Hands:  a  Dcscnf 
of   the    Habitation    of    ' 
according  to  the  Pnnc-., 
lion.     With  140  Illusix-..^^ 
net. 


Insects  \     ^* 
of  Brit i- 

and  Tra:..4..., ,...-,-.  -. 
tions.     6vo.,  7i.net. 


jrr.  }'.. 


r*  liK  imn/ 


Insects  Abroad:   u  I 
of  Foreign  Insects,  their 
and  TranKrormation&» 
lions.     8vo.,  7J.  net. 

Bible  Animals:  a 
Living  Creature  ni 
tures.    Wiih  112  tuuM. 
net. 

pETLAND   Revisited.     Watii  35  lUex- 
nations.     Cr.  8vo,.  31.  tut, 

Oct  of  Doors:  a  Scic  il 

Articles    on    Pracucal 
With  11  tUastr«tions.    Cr.  ttvgt,  :, 

Stiv  v  ^  t 

tht  -^ 

irations.    Cr.  8vo.,  31. 

Bird  Life  of  thi^  Hiisll.     y,  lllii^u^-- 
lionji.    Ct.  Svo,,  ^i.  6*/, 

Wonderful  Nestis.    30  niuftrvHans, 
Cr.  8vo.,  31.  M, 

HokTBs  under  the  Gieot7Nt».    2S  Vku^^ 
tration*.    Cr*  8vos  33.  bd. 


Wild   Animals  or   Twb 

!UnMration8,     Ct. 

Domestic  Aniuai 

lUostratiocif.    Ci.  b^v  . 

Titfc  BiUKCii  Bvv  ^* 
lioni.    Cr,  »va,  ; 

Social    ! 


Btw-t. 


Works  of  Reference. 


iundex*s  (Samuel^  Treasuries. 

Biographical  Treasury.  With  Sup- 
plement brought  down  to  iSSg.  By  Rev. 
James  Wood.  Fcp.  8vo.,  bs, 
lEASURY  OF  Natural  History:  or» 
*0pular  Dictionary  of  Zoology.  With 
Woodcuts.     Fcp.  8vo.,  6*. 

Treasury  of  Geography,  Physical, 
Hii»toricaJ^  Descriptive,  and  Political. 
With  7  Maps  and  i6  Plates.  Fcp.  tivo.. 
6s. 

The  Treasury  of  Bible  Knowledge, 
By  the  Rev.  J.  Avke,  M,A,  With  5 
Maps,  15  Plates,  and  300  Woodcuts. 
Fcp.   8vo.,  6i. 

Hjstokical  Treasury:  Outlines  of 
Universal  Hiiilor>%  Separate  Histories  of 
all  Nations..     Fcp.  8vo.,  6s. 

Treasury  of  Knowledge  ani>  Library 
or  Reference.  Comprising  an  English 
Dictionary  and  Grammar,  Universal 
Gazetccr,  Classical  Dictionary,  Chrono- 
logy*, Law  Dictionary,  &c.     Fcp.  8vo..  6*. 


Scientific   and   Literary  Treasury. 

Fcp.  Svo.,  6s, 
The  Treasury  of  Botany.     Edited  by 

J.  Lindlev,  F,R.S.,andT.  Moore.  F.L.S. 

With  274  Woodcuts  and  20  Steel  PlaUs. 

2  VOU.      Fcp.  8vO.,    12J, 

Eoget.— 'Thesaurus  of  Emglish  Words 

AND  Phrases.  Classified  and  Arranged 
as  to  Facilitate  the  Expression  of  Idea 
and  assist  in  Literary  Composition.  By 
Peter  Mark  Rooet,'  M.D.,  F.R.S.  Re- 
composed  throughout,  enlarged  and  im- 
proved,  p.irtly  from  the  Author's  Notes,  and 
Willi  a  full  Index,  by  the  Author's  Son, 
John  Lewis  Rooet.    Crown  8vo„  loi.  6«f* 

WilliclL— Popular  Tables  for  {jivii 
information  lor  ascertaining  the  value 
Lifchold.  Leasehold,  and  Church  Prop€fty, 
the  Public  Funds,  &c.  By  Charles  M. 
WiLLKH.  Edited  by  H.'Bence  Jones. 
Crown  Svo.,  10*.  6<l. 


Children's  Books. 


Drake.—Works  by  Rev.  A.  D.  Crake. 
Edwy  the  Fair  ;  or,  The  First  Chro- 

nicle  of  i^cendune.     Crown  8vo. .  2S.  6d. 
Alfgar    the    Dane:   or,    the    Second 

Chronic!,  of  j^scendune.     Cr.  Svo.  u.  fit/. 
1  Ht   Rival    Heirs  :   toeing  the   Third 

and  Last  Chronicle  of  vEscendunc,     Cr. 

8vo.,  zs.  6d. 
The  House  of  Walqerne,     A  TaJe  of 

the  Cloister  and  the  Forest  in  the  Days 

of  the  Barons*  Wars,     Crown  JSvo.,  2s,  bd. 
Brian  Fit^. Count.  A  Story  of  Wailing- 

ford  Castle  and  Dorchester  Abbey.    Cr. 

8V0.,  2Jf.  bd, 

Lang.— Works  edited  by  Andrew  Lang, 

The  Blue  Fairy  Book.  With  8  Full 
page  Illustrations  and  130  Illustrations  in 
the  Text  by  H-  J.  Ford  and  G.  P.  Jacomb 
Hood.     Crown  "i/o.,  5*. 

The  Rei>  Fairy  Book.  With  4  Full 
lage  UliistraiionR  and  96  Illustrations  in 
ibe  Text  by  H,  J.  Ford  and  Lancelot 
Iff  ED.    Crown  8vo.,  6j. 

The  Green  Fairy  Book.  W'ith  11 
Full  :  ,T  jc  Illuiitrations  and  88  Illustrations 
I  ^  by  H,  J,  Ford  and  L.  Boole. 

P.O0K.    With  22  Full 

1  82  Illustrations  in 

ri.  i    I     ;  r^     Crown  8vo..  6i. 

Pol:  M    \       Wrn^^i.,         With      12 

-  ai.d88  Illustrations 
i  ORO  and  Lancclot 


CXI   tr. 
iLUC 

.!...>-  hi.. 


Lang.— Works  edited  by  Andrew  Lano. 

— contiKUtd, 

The  Blue  Poetry  Book.  School  Edi- 
tion,  without  Illustxations.      Fcp.  8vo., 

The  True  Story  Book.  With  8  Full 
page  Illustrations  and  5S  Illustrations  in 
the  Text,  by  H.  J.  Ford,  Lucien  Davjs, 
C.  H,  M,  Kerr,  Lancelot  Speed,  and. 
Locxhart  Bogle.     Cr.  Svo.,  61. 

Meade.— Works  by  L.  T.  Meade. 

Daddy's  Boy.  With  Illustrations. 
Crown    8vo.,    3s.    bd. 

Deb  and  the  Duchess,  With  lUus- 
trations  bv  M.  E.  EDWARDS.  Crown  8vo., 
3J.  erf. 

The  Beresford  Prize.     Crown  35.  td, 

liolesworth.— W^orks    by    Mrs.    Molc&kj 

worth. 

SiLVERTHORNs,      Illustrated.      Crown 

Svo.,  51. 
The  Palace  jn  the  Garden.      Illus- 

trated.      Crown  8vo.,  2S,  6d, 

Soulsby.— Stray  Thoughts  for  Girls,  By 
Llcy  H.  M.  Soulsby,  He.^d  Mistresa  of 
Oxford  High  School.    i6mo.,  ir.  td.  net, 

Stereiiflon.— A  Child's  Garden  01 
Verses.  By  Robert  Louis  Stevenson. 
Fcp.  Svo..  5*. 
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Longmans'  Series  of  Books  for  Girls, 


Crown 

Atelier    (The)    Dv    Lys  :    or, 
Student  in  the  Reign  of  Terror. 

By  thk  same  Author* 

Mademoiselle  Mori  :  a  Tale  of 

Modern  Rome. 
That  Child. 
Under  a  Cloud. 
The  Fiddler  of  Luqau. 
A  Child  op  the  Revolution. 
Hester's  Venture. 

In    the    Olden    Time:    a  Tale 

Peasant  War  in  Germany. 
The  Younger  Sister. 


an 


Modem 


p.      I 


8vo.»  price  2s*  6d.  each. 

Art '  The  Third  Mi&s  Si. 

MoLHS  WORTH. 

Atherstone  Priory 

The  Storv  of  a  Srw 
By  Mrs.  MoLKflwoartf.     m.. 

Neiohbours.      By    Mri.    M 
Verv    Youno;     and     o 

Story.    Two  Stories. 
Can  this  be  Lovl  ?     hj,   — 
Keith    Dek^^morii.      By  the 

'  Miss  Molly  \ 
I  Sidney,     By  Makoawkt  Dislaki 
of   the    Last    Words    to    GiRts    o>    1 

School  ani>  ai'TER  School.     By 

Grev. 


Uy  llfv 


Aotbor 


The  Silver  Library. 

Crown  8vo.    51.  6d.  each  Volume. 


Jlnio1d*s  (8lr  Edwin)  Beaa  and  Landi.    With 

71  Illustration.'i.      y.  6*/. 
Ba^ehot  (W.)  BlographlcoJ  Studies,    y.  6d, 
Ba^ehot  (W.)  Economic  Studl«B,     y^  6tf, 
Bft|<hot  ( W.)  Literary  Srndici.     ^  vols,  ror.  f>d. 
CSlr  8*  W.)  Eight  Years  In  C«yIoii. 

Willi  6  IlIui,trAtions,     35,  6J, 

's  (Sir  S.  W.)  Rifle  and  Hoond  In  Ceyloa. 

Wuli  6  Illustrations,     v.  6c/. 
Barin^-Qould't  (Rev.  &.)CiirloaB  Mythe  af  tha 

Middle  HgBi.     y.  bd. 
Bartng-Coutd'B  (Rer.  B.)  Origin  and  DavalO|»* 

mentof  Religious  Belief*   2voh.    ^j.dt/.each. 
Becljer*nPror.)QaJliii;  or,  Roman  Scenes  in  the 

Time  of  Augitsius.     Illustrated.    3r.  6rf. 
Backer*!  (Prof.)  Charlcleet  or,  lUusinttions  of 

the   Private   Life   of   the    Ancient    Greeks. 

niuslraiM,     3i.  6t/. 
Banra  (J.  T.)  The  fiulned  Citlee  of  MMheaa- 

land ;  being  .1  Record  of  Excavation  and  £lx- 

ploralion  in   1891.     With   117  Illustrations. 

Braeeey*!  (Lady)  A  Voyage  In  the  *6sBbeanV 

With  66  Illuslralions.     31.  6c/. 
Clodd*»  (E.)  Story  of  Creation:  ii  Plain  Account 

of  Evolulion,     W^iih  77  Illusinitions.     3/.  6*/. 
Oooybeare  (Rev.  W.  J*)  and  Howtan'e  (Vary 

Bev.  J.  B.)  Life  and  EpliUes  of  St,  Paol. 

46  niuMrations.     v-  6i. 
D«ug»irk  (L.)  Beware  Alt:  n.  Non'l.     31.  61/. 
Doyle'e  lA.  Conan)  Mlcah  Clarke.      A   IaJcoT 

Day  I'  <aln  of  the  Poleitar* 

Oeyift'Ji  \  T.ili*  of 

Two(  y6</. 

rroude'e  f :  raat  Sub- 

Jeetl.       4  Tol".        ^r     fsf,  r.ird. 

Froode'e  U,  A.t  Tbomaa  Caflyla:  a  HUtory  of 
b5,  Lift-. 
<?05»*v'S'    a  voU.    yj. 


Froad«*»  (J.  A.)  C^eear :  .1  Stirtrh.     > 
Froude'i   iJ.    A.f    Tb' 

Armada,  athX  oiV.^ 
Froude'a  (J.  A.)  Tbo  ~ 

Irish  Roniafici"  *i\ 
Froude'e  l J.  A. >  This 

Ihr    FnlJ  of 

Spimisb  Am 
Proude't(J.  A.»  .. 1^. —  -   i  ■ -■ 

IQJ.  6c/. 

OI«ig*e   <Rev.    0.    B4   Ufa    «f    ilia    Oake  if 

Wellington,     With  rvyrtmtt.      y.  e»rf 
Haggard^  (H.  R.)  She :  A  Hlslwfy  of  Ad* 

3-2  lliuitnjtjotw       V-  '^ 
EiaJBgard*!  {K.  fio   Allan  <hiatamaa«» 

ao  llliisinittorts       ^t.  ^vi 
HaOftrd't  (M,  ?  —  '         -        r  1^    " 

Toile  oi  t'oui 
Baggard'a  (H. 


R.)  Bria 


Wl 


3J.  W. 

IL>  na  Wlc«li*i  Haa*. 

^r  6./ 
R.>  «r,  tfiillP*» 


Ha;: 

Haggar<t 
Haggnrti  . 

tnifonA, 
Raggard'e  (H 

III.,.,.  ,..,<.. 

Hai; 

I 

Hag^Rfd'i'.H,  R 
Baggard'iOI. 


Harte'ik  (BrMj   :tt  the  C4U'qajec4    Wo<>di 

Other  Stortett    3t.  M. 
HelmholtJi's  ^HArnuknn  toiB^  P^ooatar    ttcz 

en  ici«" 

a  vole 
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The  Silver  Lihva^ry—conHnued 


lafTeriea'  (R,)  The   Story  of  My   Heart :    My  { 

Ai!tu!/ii»j[nijihy       Willi  PorTmil.      p.  6ti. 
tffkrlei'    (It)    Field    and    He4iorow.      Last 

Essays  of.     Willi  PortmiL     y,  6rf. 
J«ffflrl«i»'  (R.)  Red  Deer.     With  T7  Illustrations 

by  |,  Charlton  nnd  IT.  Tunalv.    jx.  tJ. 
/efferiei'  (It)   Wood   M»^o:   ^   Fs^ble.     With 

rrontispjece  and  Vignette  by  li.  V.  B.     31.  €>d, 
JefTeriet  <R.)  The  ToUers  of  the  Field.    With 

Poriniii  from  the  Bust  in  S-ilisbiiry  Cathedral. 

y.  6J. 
Kai^hi'a  (B.  F*>  The  Cruise  of  tbe   *Jllerte'; 

thi»  Narmtive  of  a  Srarch  for  Treasure  on 

thi*    Desert    Island  of    Trinidad,      With    a 

Maps  and  21  lUuslrations,     y.  bd, 
Kitl^hi  (£.  P.  r  Where  Three  Emplrei  HeeC:  a 

Nrtrmttve    of    Recent   Travel    in    Kashmir. 

Wfsitrn  Tibet,  BaltistAn,  Ciilgit^  and  the  ad- 

jaining  Counlrioh,     With  a  Map  and  54  lUush 

tr(\iion5.     3/.  6^. 
Unrs  (A>)  Aniflln^  Sketohee.    3f.  6d, 
L&BiS*e '  k, )  Cuicom  and  Myth !  Studies  of  Early 

Usa;^t*  iUiil  Helief.     ji.  6J, 
Leet  (J.  A.)  and  Clntterbock*!  (W.  J*)  B.  C 

1887,  K  Ramble  in  firtti&h  Columbia*     With 

Maps  and  75  Illiistralions,     jp,  6</. 
■aeaulay'B  <L«rd)  Eisays  and  Layi  or  Ancient 

Rome.       W'ith     Portrait     and      lllusinition. 

y.  6J. 
Maeleod'B  (H.  D.)  The  Blemenli  of  Bottklntf. 

3».  iui. 
Marthroan'e   (J.    C.)    Memotra  of   Sir  Henry 

Havelock.     p.  f>d. 
Max  Kiiller'a  fF.)  India,  what  can  It  teach  ue? 

Mas  Miiller'B  (P.)  Introduction  to  the  Science 

of  BftUjJion,    3^.  6./. 
Merlvalo's    (Dean>    Ulatory    of    the    Boraaae 

under  the  Empire*    8  voh.     3^.  6^^,  r^ach. 
■Sirs  (J.  S.)  Prlncipiee  of  PoUtloal  Eoonomy. 

Mitre  (J.  S.)  Syitoro  of  Lotfle.    3^.  bd. 


MUner*!  (Geo.)  Country  Pleasures  :  the  i  hronU 

ck  of  ii  Ytrrir  chu-lly  m  .i  '.  J.uttrn       jj.  6^/. 
Maneen't  (F.)  The  First  Croeein^  of  Oreenland* 

With  lllustraiioijs  and  a  Map,     y.  6tf. 
Fhllllppe-Wolley*B  (C)  Snap :  i\  Legend  of  the 

Lone    iMouniaia.       With    13    Illustnitions, 

y  6-/. 
Froetor*B  (B.  A.)  Tbe  Orbt  Around  Ue :  Es&a^ 

on  the  Moon    and    Planets,    Meiiwrs   and 

Cometh,  the  Sun  and  Coloured  Pairs*  of  Suns, 

3J.  6rf. 
Proctor*!  (B^   A.)  The   Expanea  of   Heaven: 

Essays  on  the  Wonders  of  tbt»  Firmajnenl, 

35.  6d, 
Prootor't  (R.  A.)  Other  Worlds  than  Ourt«  3J.6^. 
Proctor's  (R.  A.)  Rough  Ways  made  Smooth. 

y,  61/, 
Proot4ir'e  (B.  A.)  Pleasant  Ways  In  Science. 

y.  e^t 
Proctor's   (R.  A.)   Myths  and  Hanrels  of  As- 
tronomy,    y,  6t/ 
Proctor's  (H.  A.)  Hature  Studies,    3/.  6tl 
Roe&ettrs  (Maria  F.>  A  Shadow  of  Dante  i  bcin^ 

an    R5say    i*  ving    Himself,   hi& 

World  nnd  h  -  ,     -^f.  6</. 

Smith  (R.  Eoswo.L   .  io^e  and  the  Cartha- 

ginians.    Willi  Maps.  Fbns,  &c.     y.  6d. 
Stanley's  (Bishop)  Familiar  History  of  Blrda. 

160  1 11  list  rati  an. s.     y  6#/, 
Stevenson  (R.  L.)  and  Osbourne's  (Lt)  Tha 

Wroo^  Box.     y.  6tf. 
Stevenson  \  Robert  Louis )  and  Stevenson*  Fanny 

van  de  iirlft*  Wore  hew  Arabian  Mighla.- 

The  UviKuniii^r.     y.  t\/, 
Weyman's    (Stanley   J,)   Tha    House  of    the 

Wolf:  :i  RoiTiiince,     y,6tL 
Wood's  (Rov.  J.  0.y  Pettand  Revisited.    yMxh 

33  lUustrations,     y.  6<f. 
Woods  (Rev.  J.  G.)  Strange  Dwelling.    With 

6"^  lUuiiTations,     y.  iW. 
Wood's  (Bev,  J,  0»>  Out  of  Doors.     11  lUusini^ 

tion&.    $s.  (kt. 


Cookery,  Domestie 

m* — Modern    Cookery.     By    Eliza 
AcTOH.     With  150  Woodcuts.     Fcp,  8vo.^ 

BuU.— Works  by  Thomas  Bull,  M.D. 
Hints  to  Mothers  on  the  Manage- 
ment   or     THEIR     HkALTU     OLUING   THE 

P6«i  >D  or  Psecnascy.  Fcp.  8vo.,  js.  6d. 
The  Maternal  Management  of  Ckil- 

DHBN    IN     HllALTK     AND     DISEASE.       Fcp. 
Bvo,,   (X.  6r/. 

Sails.— Works  by  Mrs.  De  Salis. 
Cakes  and  Confections  X  la  Mode. 

Fcp.  8vo„  u,  6rf. 
[>oos;  A  Manual  for  Amateurs.     Fcp. 

Svo. 
Drurskp   Game   and   Poultry   X   la 

MonK,     Fcp,  8va..  ij,  6rf. 

DrHSSEH      VnGCTABLCS     X      LA     MODE. 

Fcp»  8vo.,  IS.  6</, 
Drinks  X  la  Mode.     Fcp.  8vo.,  i*.  6d, 
Entries  X  la  Mode.     Fcp.  SvOh  is.  (id. 


Management,   etc. 

DeSalJB.— Works  by  Mrs.  De  SALi&of^Ml. 
Floral     Dbcobations.        Fcp.    8vo.> 

IS,  6<i. 
Gardening   k  La    Mode.      Fcp.  8vo, 

Part    L.   Vegetable*,    is.    6d,     Part  II., 

Fruits,  I*.  6^/. 
National  Viands  X  la  Mode,     Fcp. 

8vo.,  is.  6d. 
Ncw.LAiD    Egos:    Hints   for  Amateur 

Poultry  Rearers.     Fcp.  8vo.,  is.  6*/. 
Oysters  a  la  Mode,     Fcp.  8vo.,  ts.  6rf. 
Puddings    and    Pastry  a    la    Mopb* 

Fcp.  8vo.,  tj.  Of/. 
Savouries X  L.4  Mode.  Fcp.  Svo.,  U.  61I. 
Soups  and  Dressed  Fish  X  la  Mode. 

Fcp.  8vo.,  is.  6(f. 
SwtKTs    and    Supper    Dishes    X    la 

Mode.     Fcp.  Svo.,  ti.  6rf. 
Tempting  Dishes  tor  Small  Ikcomes. 

Fcp.  8vo«,  ts.6d. 
Wrinkles   and   Notvw&.^  ^^^  ^-^^-w^ 
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Cookery  and  Domestic  Management — continued, 

L.  I  Walker.— A  Handbook  for  Mothers: 
being  Simple  Hints  to  Women  on  the 
Management  of  their  Health  during  Preg- 
nancy and  Confinement,  together  with 
Plain  Directions  as  to  the  Care  of  Infants. 
By  Jane  H.  Walker,  L.R.C.P.  and  L.M., 
L.R.C.S.  and  M.D.  (Brux).     Crown  S\-n., 

25.   6c/. 


Lear.— Maigre    Cookery 
Sidney  Leak.    i6mo.,  25. 

Poole.  — COOKKRY  for  the  DiABETIC.      Bv 

W.  H.  and  Mrs.  Poole.     With  Preface  by 
Dr.  Pavy.     Tcp.  Svo.,  2J.  6rf. 

West.  —  The  Mother's  Manual  of 
Children's  Diseases.  By  Charles  West, 
M.D.     Fcp.  Svo.,  2r.  6rf. 


Miscellaneous  and  Critical  Works. 


Allingham.— Varikties  in  Prose.  By 
William  Allingham.  3  vols.  Crown  8vo., 
1 8s.  (Vols.  I  and  2,  Rambles,  by  Patricius 
Walker.     Vol.  3,  Irish  Sketches,  etc.) 

Armstrong.— Essays  and  Sketches.  By 
Edmund  J.  Armstrong.     Fcp.  Svo.,  5*. 

Bagehot.— Literary  Studies.  By 
Walter  Bagehot.  3  vols.  Crown  Svo., 
I05.  fnl. 

Baring-Gould.- Curious  Myths  of  the 
Middle  Agks.  By  Rev.  S.  Baring-Gould. 
Crown  Svo.,  3s.  6rf. 

Battye.— Pictures  in  Prose  of  Nature, 
Wild  Sport,  and  Humble  Life.  By 
AuBYN  Trevor  H.attye,  B.A.    Cr.  Svo.,  6s. 

Basnies.  —  Shakespeare  Studies,  and 
other  Essays.  Bv  the  late  Thomas  Spencer 
Baynes,  LL.B.',  LL.D.  With  a  Bio- 
graphical Preface  by  Professor  Lewis 
Campbell.     Crown  Svo.,  75.  6rf. 

Boyd  (*  A.  K.  H.  B. ').— Works  bv  A.  K.  H. 
BoYD.  D.D.,  LL.D. 
Andue  Miscelicineous  Theological  Works,  p.  2\. 

Autumn  Holidays  ok  a  Country 
Parson.      Crown  Svo.,   35.   6</. 

Commontlace  Philosopher.  Crown 
Svo.,  35.  6^/. 

Critical  Essays  of  a  Country  Parson. 
Crown  8vo.,  3s.  Q>d. 

East  Coast  Days  and  Memories. 
Crown  8vo.,   3*.   6//. 

Landscapes.  Churches  and  Morali- 
ties.     Crown  8vo.,  3s.  fx/. 

Leisure  Hours  in  Town.  Crown  Svo.. 
3s.  rw. 

Lessons  of  Middle  Age.     Crown  8vo., 

3j.  6tf. 
Our  Little  Life.     Two  Series.     Cr. 

8vo.,  3i.  6rf.  each. 

Our  Homely  Comedy  :  and  Tragedy 
Crown  8vo.,  y.  6d. 


Boyd  (' A.  K.  H.  B/).— Works  by  A.  K.  H. 
Boyd.  D.D.  LL.D.— <ontiuwd. 

Recreations  of  a  Country  Parson. 
Three  Series.  Crown  8vo.,  3*.  6d.  each. 
Also  First  Series.     Popular  Ed.    Svo..  6</. 

Butler.— Works  by  Samuel  Butler. 
Ekewhon.     Cr.  8vo.,  5s. 
The  Fair  Haven.    A  Work  in  Defence 

of  the  Miraculous  Element  in  our  Lord's 

Ministry.     Cr.  8vo.,  js.  6d. 

Live  and  Habit.  An  Essay  after  a 
Completer  View  of  Evolution.  Cr.  Svo., 
75.  6t/. 

Evolution,  Old  and  New.  Cr.  Svo., 
105.  Grf. 

Alps  and  Sanctuaries  of  Piedmont 
AND  Canton  Ticino.  Illustrated.  Pott 
4to.,  105.  6d. 

Luck,  or  Cunning,  as  the  Main 
Means  of  Organic  Modification  ? 
Cr.  Svo.,  75.  6if. 

Ex  Voto.  An  Account  of  the  Sacro 
Monte  or  New  Jerusalem  at  Varallo-Sesia. 
Crown  8vo.,  los.  bd. 

Gwilt.— An  Encyclop.edia  of  Architec- 
ture. By  Joseph  Gwilt,  F.S.A.  Illus- 
trated with  more  than  iioo  Engravings  on 
Wood.  Revised  (1SS8),  with  AUtrations 
and     Considerable    Additions    by    Wyatt 

PaPNVOKTH.      8vO.,  £2  125.  6c/. 

Hart.— Studies  in  A.mekican  Educa- 
tion. By  Albert  Bushnell  Hart. 
Ph.  D.      Crown  Svo.,  55. 

James.— Mining  Royalties:  their  Prac- 
tical Operation  and  Effect.  By  Charles 
Ashworth  JA.MES,  of  Lincoln's  Inn.  Bar- 
rister-at-Law.     Fcp.  4to.,  $s. 

Laurie.— Historical  Survey  of  Pre- 
Christian  Education.  By  S.  S.  Laurie, 
A.m.,  LL.D.    Crown  8vo.,  xas. 


MESSRS.  LONGMANS  ^  CO*'S  STANDARD  AND  GENERAL  WORKS,      jj" 
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WferieiL— Works  by  Richard  JeFPERiEs, 

^^        AND    Hedgerow:   last   Essays* 
Portrait.      Crown  8vo.,  ^s.  6rf.' 

I  lit.  .-'JOKY  OF  Mv  Heart  :  my  Autobio- 
graphy. With  Portrait  and  >fcw  Preface 
by  C  J.  Longman.     Crown  8vo..  31.  6«f. 

Red  Deer.  With  17  Illustrations 
by  J.  Chaiclton  and  H.  Tuxaly.  Crown 
fevo.,  ^s,  6d. 

The  Toilers  op  the  Field.  With 
Pnrirait  from  the  Bust  in  Salisbury 
dihedral.     Crown  8vo.,  3s.  6*/. 

Wood  Magic:  a  Fable.  With  Frontis- 
piece and  Vignette  by  E.  V.  B.  Crown 
8vo, ,  31.  6ti. 

TH<»ir,HTS      FROM     the     WpiTINCS     OF 
\RU  jEFrERiES.     SeJccted  by  H.  S. 
!  fc!  Waylen.     i6mo.,  31.  6d. 

•JdlDsaiu-^THB  Patentee's  Manual:  a 
Treatise  on  the  Law  and  Practice  of  Letters 
Patent.  By  J,  &  J,  H,  Johnson.  Patent 
1IS4  &c.      Svom  ids.  61/. 

^— Works  by  Andrew  Lang. 

rcRs  TO    Dead  Authors.      Fcp. 
|vo.,  V,  64*  net. 

►K^  AND  Bookmen.    With  2  Coloured 
Ltes  and  ij  Ulusirationfi.      Fcp.  8vo., 
f\d.   net. 

Friends.    Fcp.  8vo.»  2s.  6d.  net. 

pBTteks  oh  Literature.     Fcp.  8vo.» 
2i.  6</.  net. 

Cock  Lane  and  C0M.M0K  Sense.  Fcp. 
8vo.,  6i.  6ii,  net. 

eonard.- The  Camel:  Its  Uses  and 
Manaj;cmcnt,  By  Major  Arthur  Glvn 
Leon AR 11,  late  znd  East  Lancashire  Kegi< 
ment,     Royal  8vo.,  215.  net. 

Mtiller.— Works  by  P,  Max  MUller. 

India  :  What  can  it  Teach  Us  ? 
Crown  8vo.,    3s.  td. 

Chips    from    a    German    Workshop. 

Vol.   L     Recent    Essays   and   Addresses. 

CrownSvo. ,  6s.  td.  net. 
VoV  n.    Biographical  Essays.     Cr.  Svo., 

6j.  6t/.  ncL  , 

Vol.  III.  £«(Bayson  Language  and  Litera^  | 

ture.     6i.  6J.  net.  1 

Vol.  IV.  Essays  on  the  Sciences  of  Lan-  1 

guage,  of  Thought,  and  of  Mytholog)'. 
{In  prcpartUi^n, 

Lectures     on     Harmony,  j 
Sir  G£OkG£  A.  Macparren,     8vo.,  i2J. 


Mendelssohn.— The   Letters  of  Felix 

Menijelssoh.n.  Translated  by  Lady  Wa1> 
i.ACE.     2  voLs.     Cr.  8vo.,  xos. 

Milner.— Works  by  George  Milmer. 
Country    Pleasures  :    the   Chronicle 
of  a  Year  chiefly  in  a  Garden.     Cr,  8vo., 
3*.  6rf. 

Studies  of  Nature  on  the  Coast  op 
AkRAN.  With  10  Full-page  Copperplates 
and  12  Illustrations  in  the  Text  by  VV. 
Noel  Johnson.     Crown  8vo.,  65.  6</!  net. 

Poore.— Essays  on  Rural  Hygiene, 
Hy  George  Vivian  Poore.  M.D.,  F.R.C.P. 
With  £3  Illustrations.     Crown  8vo.,  6i.  bd. 

Proctor.— Works  by  Richard  A.  Proctor. 
Strength   and    Happiness.      With   9 
IllustraitonB.      Crown  8vo.,  55. 

Strength  :  How  to  get  Strong  and 
keep  Strong,  with  Chapters  on  Rowing 
.ind  Swimming,  Fat.  Age,  and  the  Waist. 
W'ith  9  Illustrations.     Crown  8vo.,  2j. 

Eichardson.— National     Health,      A 

Review  of  the  \\'orks  of  Sir  Edwin  Chad* 
wick,  K.C.B.  By  Sir  B.  W.  Richardson, 
M.D.     Crown  Svo.,  45.  bd. 

Roasetti.— A  Shadow  op  Dante:  being 
an  Essay  towards  studjnng  Himself,  his 
World  and  his  Pilgrimage,  By  Maria 
Franc£sca  RosstTTJ.  With  Frontispiece 
by  Dante  Gabmiel  Rossetti.  Cr.  Svo., 
loi.  6rf.     Cheap  Edition,  is.  bd. 

Solovyoff.  —k  Modern  Priestess  op  Isis 
JMadame  Blavatsky).  Abridged  and 
fransiated  on  Behalf  of  the  Society  for 
Psj'chical  Research  from  the  RuRsiian  of 
VsEVoLoD  Sergyeevilh  Solovvovf.  By 
Walter  Leaf,  LitL  D.  With  Appendices. 
Crown  Svo.,  6«, 

Stevenfl,— On  the  Stowage  of  Ships  and 
their  Cargoes.  With  Information  regard- 
ing Freights,  Charter- Parties,  &c.  By 
Robert  White  Stevens,  .\s&ociaic<Mem< 
ber  of  the  Institute  of  Naval  .Architects. 
Svo.,  Its. 

Van  Dyke.— A  Text- Book  of  the  His- 
tory OF  Painting.   By  John  C.  Van  Dyke, 
of  Rutgers  College,  U.S.    With  Frontiapiocej 
and  109  Illusirations  in  tlie  Text,     Crown 
8vo.,  65. 

West. --Wills,  and  How  Not  to  Ma&e 
Thkm.  With  a  Selection  of  Leading  Cases, 
Frontispiece,  By  B.  B.  West,  Author  ol 
*'  Half- Hours  with  the  Millionaires  ".  Fcp, 
Svo.,  IS,  6<f. 


24      MESSRS.  LONGMANS  &-  CO.'S  STANDARD  AND  CFNTPa!    Wti 


Miscellaneous  Theological  Works, 

For  Church  oj  England  and  Homan  Catholic  Works  see  Me»br«.  Lomgmam  &  Cal**, 

Sfteciat  Catalogues, 


Balfour.  — The  Foundations  of  Behei^  : 
being  Notes  Introductory  to  the  Study  of 
Theolog>'.  13y  tiie  Right  Hon.  Arthur  J. 
BAtrouH,  M*P,     8vo,,  lis,  6d. 

Boyd,— Works  by  A.  K.  H.  Bovd,  D.D., 
First  Minister  of  St.  Andrews,  author    of 
*  Recreations  of  a  Country  Parson/  &c. 
Counsel  and   Comfort  from  a  City 

Pulpit.     Crown  8vo»,  js.  6rf. 
Sunday  Afternoons   in   the   Parish 

Chukch    of    a    Scottjsh    University 
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